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Cities  and  telcos 
square  off  in  the 
capitals  and  courts 
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Percent  of 
revenue  is  the 
wrong  measure 
of  IT  value.  You 
can  do  better. 
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Microsoft  loves  state-of-the-art.  To  streamline  their 
fewer  printers  serve  more  employees.  Productivity  is 
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print  network,  they  turned  to  Xerox  expertise.  Now 
up.  Costs  are  down.  There’s  a  new  way  to  look  at  it. 
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Challenged  with  balancing  efforts  to  support  the  latest  strategic  initiatives  while  still  lowering  operational 
costs?  SAS  takes  you  beyond  traditional  Bl  query  and  reporting  to  a  higher  level  of  shared  decision  making 
that  drives  innovation.  Our  fully  integrated  Enterprise  Intelligence  Platform  sets  the  foundation,  linking 
technologies  for  data  integration  and  storage,  reporting  and  analysis.  Proven  software,  industry-specific 
solutions  and  domain  experience  extend  the  value  of  your  investment.  Bridging  the  gap  between  what  you 
have  -  growing  expectations  to  deliver  a  return  on  investment  -  and  what  you  want  to  achieve  -  increased 
profits,  reduced  risk  and  improved  performance. 
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Regardless  of  the  project  list  -  building  data  warehouses,  consolidating  multiple  databases,  cleansing 
data  in  real  time,  augmenting  operational  data  with  new  information,  or  even  dealing  with  ERP  systems 
-  SAS  helps  you  connect,  cleanse,  consolidate  and  create  value  from  all  your  enterprise  data.  Whether  your 
data  integration  needs  are  stand-alone,  or  you  need  to  seamlessly  integrate  with  our  scalable,  end-to-end 
business  and  analytic  platform. 


SAS  Intelligence  Storage  ensures  that  business  and  analytic  intelligence  can  be  obtained  quickly,  by  serving 
the  data  through  a  platform  designed  for  rapid  retrieval  and  reporting  without  sacrificing  manageability  and 
operational  integrity.  And  our  integrated,  scalable  storage  architecture  grows  easily  with  your  organization, 

unlike  many  “one-size-fits-all”  platforms. 
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r  integrated  suite  of  Bl  software  ensures  fast,  easy  access  to  multiple  data  sources,  consistent  and 
credible  reporting,  and  simple  deployment  of  data  across  your  organization.  SAS  eliminates  the  need  to 
maintain  data,  security  and  metadata  In  several  places  and  formats  -  providing  reliable  results  that  can 
ed  quickly  to  ensure  that  IT  inspires  business  innovation. 
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SAS  SOFTWARE  FOR  ANALYTICS 


r  data  analysis,  ranging  from  experimental  design, 
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free  white  paper 


www.sas.com/betteranswers 


Want  proof?  Find  out  why  SAS  is  at  work  in  96  of  the  top  1 00  companies  on  the 
FORTUNE  Global  500  —  with  customer  retention  rates  exceeding  98%  annually  for  30  years. 
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How  the  show  always  goes  on.  To  a  packed  house 

Whether  it  is  "Madama  Butterfly"  or  Michael  Buble,  every  ticket  at  Sydney  Opera  House  is  a  hot  one 
That’s  why  they  chose  HP  Integrity  servers  with  Intel  Itanium  2  processors.  Now  twelve  times  as 
many  customers  can  access  the  ticketing  system  simultaneously,  and  downtime  is  a  distant  memory. 
Norman  Gillespie,  CEO  says,  "Maintaining  our  reputation  is  crucial.  HP  Integrity  servers  help  ensure 
our  customer  experience  is  virtually  flawless."  itanium-integrity.com 
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When  it  came  to  their  AV  installation, 


Case  Study:  Crisis  Management  Center 


the  Colorado  Dept, 
of  Public  Health 
could  have  worked 
with  anyone. 

They  chose  us. 
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Audio  Visual  Innovations  recently  helped  the  Colorado  Department  of  Public  Health  and  Environment 
with  their  new  facility,  and  we  can  help  you,  too.  Working  closely  with  architects,  designers,  facilities  managers 
and  both  IT  and  construction  professionals,  AVI  designs,  builds  and  installs  world-class  audiovisual  environments 
for  all  forms  of  presentation,  communication  and  collaboration. 

From  boardrooms,  classrooms  and  courtrooms  to  auditoriums,  healthcare  and  mission-critical  monitoring  facilities, 
AVI's  extensive  project  and  client  list  reflects  the  breadth  and  depth  of  our  expertise  and  experience. 

In  business  since  1 979,  AVI  is  America’s  premier  AV  system  design  and  integration  company,  fielding  multiple 
teams  of  experts  that  include  engineers,  project  managers,  CAD  technicians  and  other  construction  and 
audiovisual  industry  professionals.  AVI  is  a  national  company.  Our  size  and  strength  give  us  unrivaled  access 
to  the  widest  range  of  products,  all  the  latest  technologies,  and  a  level  of  purchasing  power  that  ensures 
substantial  value  for  all  of  our  customers. 

Whether  you’re  creating  a  new  facility  or  upgrading  an  existing  one,  let  Audio  Visual  Innovations  design  and  install 
the  technology  solution  that  will  project  the  best  possible  image  for  your  organization.  For  more  information, 
including  additional  case  studies,  please  visit  our  website,  www.aviinc.com.  To  discuss  your  specific  needs 
with  an  AVI  representative,  give  us  a  call  at  1-866-634-7265. 

AWi  Audiovisual 
MT  I  Innovations 

Your  Source  For  Being  Seen  And  Heard. 


DESIGN  •  BUILD  •  INSTALL 


1-866-634-7265  •  www.aviinc.com 


Wireless 

WI-FIGHT  |  50 

A  growing  number  of  cities  and  towns  want 
to  develop  their  own  public  Wi-Fi  networks. 
But  they  face  stiff  opposition  from  telecom 
and  cable  providers. 

By  Susannah  Patton 


MID-MARKET: 

THE  EVOLVING  ENTERPRISE 

THE  BUSINESS  CASE  FOR  PAPERLESS 
MEDICINE  |  64 

A  strong  argument  can  now  be  made  that 
doctors  in  small  and  midsize  practices 
should  invest  in  electronic  health  records. 
Here’s  how  to  get  your  physicians  on  board. 

By  Michael  Fitzgerald 
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IT  Spending 


Mergers  and  Acquisitions 

HOW  TO  CUT  $100  MILLION  IN 
I.T.  COSTS  AND  SAVE  AN  AIRLINE  | 


COVER  STORY  |  THE  METRICS 
TRAP.. .AND  HOW  TO  AVOID  IT  |  56 

Calculating  IT  spending  as  a  percentage 
of  overall  revenue  is  easy,  popular... and 
misleading.  There’s  gotta  be  a  better  way. 

In  fact,  there  are  several. 

By  Christopher  Koch 


www.cio.com/040106 

The  US  Airways  and  America  West  merger 
was  based  on  keeping  IT  simple  and  cheap. 
But  in  the  airline  business,  nothing  is  simple. 

By  Stephanie  Overby 
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Manpower  offers  skills  training  and  job  placement  for  permanent  and  temporary  positions  in  IT,  engineering 
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nd  job  placement  for  permanent  and  temporary  positions  in  IT.  engineering 
evolving  fields  Get  up  to  speed.  Call  866-531-0797  or  visit  www.us.manpower.com/ehange.. 
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Your  potential.  Our  passion.” 

Microsoft " 


A  Company  Tracking 

Running 


9  Million  Container  Moves  a  Year. 

on  Microsoft  SQL  Server  2005. 


ufthansa  Cargo 
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Memterof 


D-WjCS 


Jettainer  manages  shipping  containers  for  Lufthansa  and  US  Airways  on  3,000 
flights  to  400  airports  every  day.  To  keep  up  with  a  database  growing  at  30%  a 
year,  they  upgraded  to  SQL  Server™  2005.  See  how  at  microsoft.com/bigdata 
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The  percentage  of  overall 
revenue  you  spend  on  IT  tells 
you  only  what  you’re  spend¬ 
ing,  not  how  well  you’re 
spending  it.  And  what’s  the 
use  of  that? 


CIOs,  by  and  large,  did  not  get  into  IT  for  the  fun  of  budgeting,  and  they  wel¬ 
come  the  fact  that  their  businesses  seem  to  be  emerging  from  the  bad  old  days  when 
good  IT  meant  little  more  than  low-cost  IT. 

We  hear  it  over  and  over  again:  The  CIO  role  has  become  increasingly  strategic.  No 
longer  an  order  taker  awaiting  the  business’s  sometimes  ill-defined  demands  for  this, 
that  or  the  next  capability,  the  CIO’s  job  today  is  to  drive  innovation,  to  use  IT  to 
devise  new  products  and  services  that  can  generate  new  revenue  for  the  business,  or 
at  the  very  least,  to  improve  dramatically  the  enterprise’s  efficiency  and  productivity. 
The  key  idea  here  is  the  importance  of  differentiating  your  company  from  the  com¬ 
petition,  and  the  growing  belief  that 

Companies  that  spend  much 
less  on  IT  than  the  average  for 
their  industry  are  three  times 
more  successful  than  those  in 
the  middle.  But  companies  that 
spend  much  more  than  the 
average  are  six  times  more 
successful. 


IT  is  the  best  way  to  achieve  that. 

Unfortunately,  money  (still)  keeps 
getting  in  the  way. 

As  sophisticated  as  the  technol¬ 
ogy  and  its  countless  uses  have 
become,  all  too  often  the  benchmark 
used  to  determine  the  proper  level 
of  an  enterprise’s  IT  spending  is 
alarmingly  simplistic:  the  percent¬ 
age  of  overall  revenue  for  which  IT  accounts.  As  Executive  Editor  Christopher  Koch 
reports  in  this  issue’s  cover  story,  “The  Metrics  Trap.. .and  How  to  Avoid  It”  (Page  56), 
benchmarking  IT  spending  by  industry  averages  produces  average  IT  departments. 
And  average  IT  departments  do  not  generate  competitive  advantage. 

In  fact,  a  recent  survey  Koch  dug  up  found  that  companies  that  spend  much  less  on 
IT  than  the  average  for  their  industry  are  three  times  more  successful  than  those  in  the 
middle. 

But  companies  that  spend  much  more  than  the  average  are  six  times  more  successful. 

Benchmarking  IT  spending  as  a  percentage  of  revenue  is  a  truly  useless  metric. 
Unfortunately,  according  to  Koch,  it  remains  the  most  popular  way  to  evaluate  IT 
spending,  and  also  unfortunately  (as  most  of  you  already  know),  it  doesn’t  say  anything 
about  how  effective  or  productive  your  spending  is.  Even  more  unfortunately,  bench¬ 
marking  by  percentage  of  revenue  casts  IT  in  the  role  of  a  cost  to  be  controlled,  defin¬ 
ing  success  simply  as  lowering  the  percentage  over  time. 

Complaining  about  this  metrics  trap  is  of  limited  utility.  What  is  useful  is  doing  what 
some  of  the  CIOs  Koch  interviewed  have  done:  They’ve  created  their  own  metrics  to 
measure  what  they’re  supposed  to  be  doing— adding  value— and  not  what  they  aren’t, 
increasing  the  cost  of  doing  business. 

Give  some  of  these  metrics  a  trial  run.  (You  know  your  peers  will.)  Let  us  know  how 
they  work  out  for  you. 


David  Rosenbaum,  Managing  Editor 

drosenbaum@cio.com 
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Why  maintain 

separate  SAN 
and  NAS  systems 
when  you  can 

consolidate  both. 


One  system,  multiple  choices.  The  Pillar  Axiom™  enterprise 
storage  system  enables  SAN,  NAS,  or  both  in  a  single  storage 
environment  —  all  managed  through  one  powerful  user  interface. 
The  Pillar  Axiom  lets  you  add  performance  and  capacity  up  to 
300  TB  per  system,  without  multiple  software  license  fees.  And 
because  it's  priced  lower  than  what  many  companies  pay  just  to 
maintain  their  storage  systems,  Pillar  is  the  alternative  you've 
been  looking  for. 

To  learn  how  Pillar  is  giving  customers  a  better  choice  for 
networked  storage,  schedule  a  no-obligation  half-hour  briefing. 
Call  1-877-252-3706  orvisitwww.pillardata.com/both 


©  2006  Pillar  Data  Systems  Inc.  All  rights  reserved.  Pillar  Data  Systems,  Pillar  Axiom, 
and  the  Pillar  logo  are  all  trademarks  of  Pillar  Data  Systems. 


Learn  the  truth  about  networked  storage. 
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The  Myth  of  Web  2.0 

It's  not  that  it’s  not  real,  it’s  just  that  Web  1.0  is  more  real 


All  the  talk  these  days  is  about  Web  2.0  and 
the  ways  business  will  be  able  to  leverage  it  to 
foster  commerce  in  2006  and  beyond.  But  I 
recently  had  a  Web  1.0  experience  that  was  all 
too  typical. 

I  was  visiting  my  in-laws.  I  needed  to  log  on  to 
the  Web  and  sat  down  at  their  PC  to  do  so.  I  finally 
got  on  but...it  was  an  agonizingly  slow  process.  My 
in-laws  connect  to  the  Web  through  a  dial-up 
modem. 

Of  course,  most  CIO  readers  have  high-speed  connections  to  the  Internet  at  work 
and  probably  at  home  too.  But  the  experience  I  had  at  my  in-laws  is  the  norm  for 
your  customers.  In  fact,  according  to  published  reports,  about  70  million  of  the 
120  million  households  in  America  with  an  Internet  connection  log  on  via  tele¬ 
phone  dial-up. 

That’s  70  million  households— and  hundreds  of  millions  of  customers— for 
whom  going  online  is  both  tedious  and  time-consuming.  Consequently,  it’s  not  all 
that  easy  to  sell  them  anything  through  the  Web  no  matter  how  user-friendly  your 
site  may  be.  But  that  could  change  very  quickly. 

Get  out  your  pens  and  write  down  these  three  letters:  BPL.  It’s  a  term  coined 
by  the  Federal  Communications  Commission  and  it  stands  for  broadband  over 
power  lines.  Type  BPL  into  your  favorite  search  engine  and  learn  all  you  can. 

Until  BPL  came  along,  households  had  two  major  options  for  high-speed  con¬ 
nectivity:  DSL  lines  from  telephone  companies  and  cable  lines  from  cable  oper¬ 
ators.  Now  BPL  brings  a  third  option  that  is  both  exciting  and  incredibly  simple. 

BPL  technology  has  the  potential  to  bring  high-speed  Internet  connectivity  to 
any  home  that  has  a  power  line  connected  to  it  and  is  equipped  with  a  BPL 
modem.  It  plugs  into  any  electrical  outlet.  The  entire  town  of  Manassas,  Va.,  is  con¬ 
nected  via  BPL,  and  parts  of  New  York  City  and  Cincinnati  are  also  experiment¬ 
ing  with  it. 

BPL  is  an  electrifyingly  simple  approach  to  getting  more  American  house¬ 
holds  wired  for  the  coming  broadband  world  of  Web  2.0. 1  would  recommend  you 
call  your  local  utility  to  ask  about  it. 


Gary  Beach,  Publisher 

gbeach(a)cio.com 
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DEFINE  YOUR  OPEN  ENTERPRISE’ 


In  my  Open  Enterprise,  the  only  thing 
my  desktop  is  locked  into  is  me. 


Different  workers  have  different  kinds  of  software  needs.  Meeting 
those  needs  with  a  “one  size  fits  all”  solution  can  prove  costly  and 
unreliable.  Completely  flexible,  Desktop  solutions  from  Novell®  can 
be  deployed  from  one  centrally  managed  location  in  any  desktop 
configuration  to  any  user  anywhere — from  laptops  to  desktops  to 
call-centers.  Faster,  with  total  support,  security  and  freedom  from 
viruses  and  single  vendor  lock-in.  Reduce  costs,  increase  uptime 
and  deploy  the  only  reliable  desktop  alternative  that  works 
when  and  where  you  want  it  to,  at  a  price  that  works  for  you. 


Desktop  solutions  from  Novell. 

This  is  the  way  to  free  your  Open  Enterprise. 


Novell 


This  is  Your  Open  Enterprise." 

www.novell.com/free 
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Sterling  Commerce  leads  the  world  in  helping 
businesses  collaborate  with  their  partners. 


Of  course,  we've  had  a  30  year  head  start. 


For  over  30  years,  Sterling  Commerce  has  led  the  industry  in  helping  successful  organizations  work  more 
effectively  with  suppliers,  subsidiaries  and  customers.  Now,  with  the  first  platform  to  meet  all  the  challenges 
of  real-world  multi-enterprise  collaboration,  Sterling  Commerce  can  help  you  achieve  end-to-end  visibility, 
and  real-time  control  over  shared  business  processes.  So  you  can  make  faster,  better-informed  decisions  to 
help  cut  costs  and  accelerate  time  to  market.  In  fact,  a  majority  of  the  world's  leading  companies  already 
depend  on  us.  That's  a  tough  act  to  follow.  Contact  us  today.  Or  visit  us  at  www.sterlingcommerce.com 

BUSINESS  APPLICATIONS  /  BUSINESS  INTEGRATION  /  BUSINESS  INTELLIGENCE  /  BUSINESS  PROCESS  MANAGEMENT  /  SOLUTION  DELIVERY 
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Information  lives  at  El  Camino  Hospital.  A  leading  California  medical  facility,  El  Camino  Hospital  received  the  highest  ranking 
in  a  recent  patient  survey.  But  they  never  rest  in  their  mission  to  use  information  technology  to  help  them  improve  patient 
care.  So  they  turned  to  EMC  to  build  a  flexible  information  infrastructure  that  reduces  costs  and  provides  fast,  reliable 
information  to  doctors  and  nurses.  So  everybody  feels  much  better.  Talk  to  EMC  or  your  EMC®  Velocity2  Partner  about  EMC 
solutions  that  start  simple  and  stay  simple. 

Read  the  El  Camino  Hospital  profile  at  www.EMC.com/ElCamino  or  call  866-796-6369  to  learn  more. 
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The  region  that  spawned  the  microprocessor  and  helped 
wire  the  world  now  wants  to  unwire  itself. 

A  coalition  of  local  government  officials  and  businesses  including  Intel  wants  to  set  up  out¬ 
door  wireless  Internet  access  over  a  broad  area  around  Silicon  Valley.  The  proposed  network, 
which  would  cover  about  1,500  square  miles,  is  envisioned  for  many  purposes,  including 
improving  government  services,  attracting  conventions  and  business,  and  helping 
residents  get  Internet  access,  according  to  Richard  Ajluni,  director  of  external 
relations  for  the  group  spearheading  the  project,  which  calls  itself  Joint 
Venture:  Silicon  Valley  Network.  / 

The  proposal  is  also  backed  by  the  San  Mateo  County  Telecom¬ 
munications  Authority  (Samcat),  a  regional  body  for 
telecommunications  and  cable  TV  policy  that  represents 
17  cities  south  of  San  Francisco  in  San  Mateo  County.  y 

In  addition,  Santa  Clara  County  and  the  cities  of  y**  jr 

Los  Altos  Hills,  Los  Gatos,  Menlo  Park,  Milpi- 
tas,  Morgan  Hill,  Palo  Alto,  Santa  Clara  yr 

and  Santa  Cruz  will  make  financial 
contributions  and  participate  in  Jr 

the  project.  The  coalition  is  yr'  |||gS 

seeking  participation  I  yr  j  1 
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Help  for  ChoicePoint  ID  Theft  Victims 


privacy  In  January,  the  Federal  Trade  Commission 
levied  a  $15  million  penalty  against  data  broker  ChoicePoint 
because  the  company  allowed  criminals  posing  as  customers 
to  access  the  personal  data  of  163,000  consumers.  Of  that  sum, 
$5  million  is  being  used  to  create  a  fund  for  victims  of  fraud  or 
identity  theft  due  to  the  data  breach.  Now,  the  FTC  is  trying  to 
figure  out  how  to  find  victims  and  quantify  their  losses. 

“We  really  don’t  have  anything  to  compare  it  to,”  says  Beth 
Givens,  founder  of  the  Privacy  Rights  Clearinghouse.  “Victims 
are  protected  by  federal  law  from  having  to  pay  fraudulent 
charges,  so  the  loss  is  primarily  of  time.” 

But  Chris  Keller,  an  attorney  with  the  FTC's  Division  of  Pri¬ 
vacy  and  Identity  Protection,  says  that  the  fund  is  unlikely  to 
be  used  to  reimburse  victims  for  lost  time  or  other  intangibles 


(with  the  exception  of  unpaid  time  the  victims  had  to  take  off 
work).  The  FTC  is  still  working  out  exactly  which  losses  will  be 
covered.  One  qualified  expense:  the  cost  of  credit  monitoring 
for  victims  who  discovered  the  fraud  before  ChoicePoint 
notified  them  and  offered  credit  monitoring  for  free.  Still  a 
question  mark:  legal  fees. 

Meanwhile,  the  FTC  is  working  with  law  enforcement  and 
creditors  to  determine  whose  information  has  been  misused. 
The  FTC  says  there  have  been  at  least  800  cases  of  identity 
theft  so  far  (a  number  that  ChoicePoint  disputes).  Of  particu¬ 
lar  concern  are  the  10,000  consumers  for  whom  ChoicePoint 
gave  out  full  credit  reports,  "the  richest  source  of  data  for 
identity  theft,”  Keller  notes. 

-Sarah  D.  Scalet 
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Social  Res  i 
Is  Part  of  His  Job 
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Silicon  Valley 

Continued  from  Page  21 


COMMUNITY  SERVICE 

After  hurricanes  swept  the  Gulf  Coast 
last  summer,  Fran  Dramis,  chief  infor¬ 
mation  and  e-commerce  officer  at  Bell¬ 
South,  helped  establish  three  relief 
centers  equipped  with  computers  and 
phones  that  victims  could  use  to  con¬ 
tact  theirfamilies.  Also  under  Dramis’s 
leadership,  the  company  established  a 
disaster-relief  fund  and  encouraged 
employees  to  “adopt"  an  affected  family. 

Dramis’s  community-focused  attitude 
is  the  reason  why  Computers  For  Youth 
(CFY)  chose  him  as  its  first  CIO  of  the  Year. 

"Technology  is  a  critical  and  under¬ 
utilized  tool  for  solving  many  of  society’s 
ills,"  says  Elisabeth  Stock,  president  of 
CFY,  a  New  York  City-based  organization  that  donates  computers  to  middle- 
school  students  from  low-income  families  and  teaches  them,  their  teachers  and 
their  parents  howto  use  them.  Social  responsibility  among  corporate  executives 
used  to  be  something  that  was  expected  only  from  CEOs,  Stock  says,  but  the  CIO’s 
role  in  corporate  America  has  become  increasingly  important. 

Dramis  encourages  his  senior  executive  peers  to  promote  BellSouth’s 
e-learning  program,  a  Web-based  tutoring  program  that  Dramis  hopes  will 
level  the  education  opportunities  for  underprivileged  children.  In  Florida, 
more  than  21,000  kids  have  increased  their  comfort  level  using  technology 
while  learning  subjects  such  as  algebra  from  remote  teachers.  To  Dramis, 
making  sure  students  have  computers  and  are  comfortable  using  them  is 
an  essential  way  he  can  give  back  to  the  community. 

“I’m  not  Mother  Teresa,”  he  says,  but  notes  that  it’s  important  for  children 
to  have  access  to  the  latest  technology.  “The  Internet  is  becoming  a  place, 
not  just  a  tool,  and  especially  for  kids,"  he  says.  “Schools  should  be  there. 
E-learning  has  the  potential  to  break  down  the  social  and  economic  barriers 
to  success  and  growth  of  children."  - Margaret  Locher 


Fran  Dramis,  CIO  and  e-commerce 
officer  at  BellSouth 
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Black  Holes  for  Laptops 


MOBILE  COMPUTING 

Where  is  the  number-one  spot 
that  people  lose  their  laptops? 
Why,  the  otfice,  of  course.  That’s 
according  to  a  recent  study  by 
Credant  Technologies,  a  mobile 
security  vendor.  The  office  beat 
out  other,  more  obvious  destina¬ 
tions  such  as  airports  and 
hotels. 


Where  Laptops  Disappear 

Car 


29% 

25% 

ane  |j§f  14% 

Other  10% 

Taxi  7% 

j  4o/o 


are  never 

Bus  2% 

Restaurant/Bar  1% 

Train  1% 

SOURCE:  Credant  Technologies 


82% 


M 

um 


IS 

till 


II is 


jp 

■ 

* 


HD 

>■ 


and  funding  from  26  other  cities  and  coun¬ 
ties  in  the  area. 

A  working  group  created  for  the  project, 
Wireless  Silicon  Valley  Task  Force,  has 
chosen  Intel  to  develop  an  RFP  to  build  the 
network.  Intel  was  expected  to  finish  col¬ 
lecting  data  by  the  end  of  March,  and  the 
RFP  is  expected  to  be  issued  in  a  couple  of 
months.  Intel’s  Solutions  Services  division 
will  donate  consulting  services  to  the  proj¬ 
ect,  as  it  has  for  Portland,  Ore.,  and  other 
cities.  Intel  won’t  respond  to  the  RFP  as  a 
vendor,  according  to  Ajluni. 

The  RFP  won’t  prescribe  a  particular 
technology  or  business  model,  leaving  the 
field  open  for  a  variety  of  respondents  to 
propose  different  solutions,  he  says. 

Municipal  wireless  networks  are  drawing 
widespread  interest  among  local  govern¬ 
ments,  as  well  as  opposition  from  some  ven¬ 
dors  that  say  governments  shouldn’t  get  into 
the  network  business.  (To  learn  more  about 
the  controversy,  read  “Wi-Fight,”  Page  50.) 

Based  on  participation  in  the  coalition 
so  far,  areas  covered  by  the  network  would 
extend  from  Daly  City,  just  south  of  San 
Francisco  (which  is  planning  its  own  public 
wireless  network),  south  to  Gilroy  and  Santa 
Cruz,  and  from  Pacifica  on  the  Pacific  coast  to 
Newark,  on  the  east  side  of  San  Francisco  Bay. 

An  intercity  wireless  network  would 
enable  city  workers  and  other  professionals 
to  get  Internet  access  while  on  the  road  and 
may  also  bring  indoor  broadband  service  to 
some  parts  of  the  region  for  the  first  time, 
says  Brian  Moura,  assistant  city  manager  of 
San  Carlos  and  chairman  of  Samcat.  The  net¬ 
work  could  help  police  monitor  crime  scenes, 
emergency  crews  download  medical  records 
and  government  agencies  monitor  infrastruc¬ 
ture  such  as  flood  control,  Ajluni  says. 

The  high-tech  region  has  the  opposite 
problem  from  many  municipalities,  accord¬ 
ing  to  Moura:  Too  many  wireless  startups 
have  proposed  networks  in  the  area  to  show 
off  their  technology,  he  says.  “Having  a 
structured  process  like  this  will  give  us  a 
better  way  to  evaluate  those  proposals  and 
decide  which  one  is  best  for  our  commu¬ 
nity,”  Moura  says.  -Stephen  Lawson 
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YOUR  JOB  IS  TO  KEEP  SYSTEMS  AND  APPLICATIONS  RUNNING. 
OUR  MISSION  IS  TO  KEEP  PEOPLE  AND  INFORMATION  CONNECTED. 

LET’S  WORK  TOGETHER. 


Continuous  access  to  information  no  matter  what.  That’s 
Information  Availability.  It’s  what  your  employees,  suppliers 
and  customers  demand  every  minute  of  every  day.  But  to 
deliver  it  flawlessly,  you  need  a  massive  global  infrastructure, 
redundant  systems  and  diverse  networks  being  monitored  and 
supported  by  skilled  technical  experts  at  secure  facilities. 
That’s  exactly  what  SunGard  provides. 

As  a  result,  we  can  offer  you  a  higher  level  of  availability  and 
save  your  company,  on  average,  25%*  versus  building  the 
infrastructure  yourself.  Plus,  it’s  a  vendor  neutral  solution  that 
lets  you  control  your  data,  applications  and  network  while 
giving  you  the  flexibility  to  adjust  to  the  changing  needs  of  your 
business.  But  best  of  all,  it  lets  you  spend  more  time  solving 
business  problems  and  less  time  solving  technical  problems. 


For  years,  companies  around  the  world  have  turned  to  SunGard 
to  restore  their  systems  when  something  went  wrong.  So,  it’s  not 
surprising  that  they’re  now  turning  to  us  to  mitigate  risk  and 
make  sure  they  never  go  down  in  the  first  place. 

You  want  your  network  and  systems  to  always  be  up  and  running.  We 
want  the  same  thing.  Let’s  get  together.  To  learn  more,  contact  us  at 
1-800-468-7483  or  go  to  www.availability.sungard.com/masteria  and 
get  your  free  copy  of  the  book  “Mastering  Information  Availability.’’ 


SUNGARD 

Availability  Services 

‘Potential  savings  based  on  IDC  White  Paper,  Ensuring  Information  Availability:  Aligning  Customer 
Needs  with  an  Optimal  Investment  Strategy. 
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Save  IT 


a  f  f  i  n  g  As  more  IT 
oved  offshore  to  developing  countries, 
there  are  ways  for  IT  workers  in  developed 
countries  to  improve  their  enhances  of  stay¬ 
ing  employed,  according  to  a  report  from 
the  Association  for  Computing  Machinery 


(ACM). 

Savvy  students  and  IT  workers  already 
know  they  should  obtain  a  strong  educa¬ 
tional  foundation,  learn  the  technologies 
used  in  the  global  software  industry  and 
keep  those  skills  up-to-date  throughout 
their  careers  if  they  want  to  keep  their  jobs. 

But  they  need  to  adopt  other  strategies  if 
they  want  to  remain  in  the  technology  field 
in  the  long  term,  according  to  the  ACM,  an 
international  association  of  scientists,  aca¬ 
demics  and  other  professionals  involved  in 
advancing  IT.  These  strategies  include  devel¬ 
oping  good  teamwork  and  communication 
skills,  getting  management  experience  and 
becoming  familiar  with  other  cultures.  IT 
workers  can  also  choose  jobs  in  industries 
and  occupations  less  likely  to  be  automated 
or  sent  to  a  low-wage  country,  such  as  posi¬ 
tions  that  require  discretionary  judgment  or 
knowledge  of  trade  secrets,  the  ACM’s  Job 
Migration  Task  Force  says  in  a  report  titled 
“Globalization  and  Offshoring  of  Software.” 

One  surprising  conclusion  of  the  report 
is  that  it’s  not  just  lower-skilled  jobs  that 
are  moving  offshore:  High-level  research  is 
also  moving  from  Europe  and  the  United 
States  to  India  and  China,  as  improvements 
in  graduate  education  systems  in  those 
countries  are  increasing  the  number  of 
qualified  researchers. 

However,  the  report  says,  governments 
in  the  United  States  and  other  developed 
nations  can  ensure  that  good  IT  jobs  con¬ 
tinue  to  be  created  through  policies  that 
promote  research  and  development, 
improve  education,  enable  foreign  scien¬ 
tists  and  technologists  to  be  employed  in 
these  countries,  and  encourage  fair  trade. 

-Peter  Sayer 


\  Cost  Cutting  No 
Longer  Cuts  It 

management  report  IT  managers  who  focus  on  cutting  costs  and 
driving  efficiencies  risk  working  themselves  out  of  a  job,  according  to  two  recent 
reports.  Instead,  technology  leaders  need  to  create  value  by  generating  revenue. 

“If  you’re  50  years  old  and  you  think  you're  going  to  be  working  for  15  more  years 
in  IT  and  your  work  is  based  on  cost  reduction,  I’d  be  worried,”  says  Rob  Austin,  a 
professor  at  Harvard  Business  School  and  a  Cutter  Consortium  fellow.  In  a  report  for 
Cutter,  Austin  says  the  belt-tightening  of  the  past  five  years  has  pushed  IT  leaders 
too  far  into  the  cost-cutting  role.  Now,  they  need  to  encourage  innovation  among 
employees  and  budget  for  projects  that  could  create  new  revenue  sources. 

The  problem  is,  they  don’t  know  how.  According  to  a  recent  study  by  Mercer  Delta 
Executive  Learning  Center,  today’s  enterprise  leaders— not  only  CIOs— have  been 
bred  to  cut  costs  in  a  marketplace  that  rewarded  constant  budget  trimming.  Now 
that  there  is  nothing  left  to  cut,  they  are 
having  trouble  creating  value. 

From  a  survey  of  223  senior  executives 
in  44  countries  (16  percent  of  whom  are 
CIOs),  Mercer  Delta  identified  four  key 
challenges  to  generating  revenue  that 


of  respondents  said  their  companies  do 
not  understand  well  the  leadership  capa¬ 
bilities  required  to  overcome  these  chal¬ 
lenges.  Although  72  percent  said  their 
companies  plan  to  close  these  leadership 
gaps,  only  half  of  the  executives  surveyed 
have  made  sufficient  investments  to  do  so. 

"Companies  that  recognize  that  their 
leaders  are  a  source  of  competitive  advantage  are  making  sure  that  leadership 
development  is  an  important  investment  area,"  says  Tom  Knighton,  partner  at  Mer¬ 
cer  Delta.  “It’s  becoming  an  issue  that’s  on  the  CEO’s  agenda.” 

Cutter’s  Austin  says  one  way  IT  leaders  can  adopt  a  moneymaking  mind-set  is  to 
list  the  ways  IT  could  help  their  company  generate  revenue  and  then  educate  senior 
management  about  the  importance  of  such  projects.  He  also  recommends  remain¬ 
ing  open  to  suggestions  from  employees  who  are  always  looking  for  new  ways  of 
doing  things.  “These  people  have  the  motivation  you  need  to  tap  to  create  novel  and 
valuable  outcomes,"  Austin  says. 

-Susannah  Patton 


business  leaders  currently  face:  increased 
competitive  pressure,  the  need  to  respond 
quickly  to  changing  market  conditions,  the 
need  to  innovate  and  the  need  to  satisfy 
customer  expectations.  Nearly  one-third 


IF  YOU'RE  50 
YEARS OLD 

and  you  think 
you're  going 
to  be  working 
for  15  more 
years  in  IT  and 
your  work  is 
based  on  cost 
reduction, 

I'D  BE 
WORRIED. 

-Rob  Austin, 
Cutter  Consortium 
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Joining  forces:  CIO  Editor  in  Chief  Abbie  Lundberg  and 
Computerworld  Editor  in  Chief  Don  Tennant. 


CIO  editor  in  chief 

ABBIE  LUNDBERG 

Computerworld  editor 
in  chief  DON  TENNANT 


he  metaphor  of 

IT  being  part  of  an 
organization’s  foun¬ 
dation  is  no  longer 
apt;  the  21st  century 
enterprise  is  built 
with  information,  and  the  technology 
that  enables  its  flow,  embedded  in  ev¬ 
ery  beam  of  the  structure.  And  there 
are  important  changes  taking  place 
within  that  core  IT  framework. 

Computerworld  and  CIO  have 
joined  forces  to  explore  some  of 


those  shifts  and  what  they  mean  for 
today’s  organizations  and  IT  leaders. 
We’ll  tell  you  what  is  happening,  why 
and  what  you  should  do  about  it. 

In  this  first  issue  of  what  we  envi¬ 
sion  as  an  ongoing  series,  we  cover 
one  of  the  most  profound  develop¬ 
ments  in  the  history  of  IT:  the  shift  to 
a  service-oriented  architecture. 

SOA  is  the  logical  conclusion  (and 
the  tangible  expression)  of  where  IT 
has  been  heading  for  the  past  20  years. 
It  integrates  business  and  technology 
in  a  truly  meaningful  way. 

It  makes  it  possible  for  humans  to 
execute  technology-enabled  innova¬ 
tion  much  more  quickly  and  iterative¬ 
ly.  It  helps  organizations  be  respon¬ 
sive  and  flexible, 
even  if  they’re  big, 
at  lower  cost. 

This  is  particu¬ 
larly  critical  now, 
as  CEOs  turn 
their  attention  to 
top-line  growth 
and  innovation  while  continuing  to 
emphasize  efficiency  and  productivi¬ 
ty.  SOA  serves  both  the  entrepreneur 
and  the  bean  counter. 

To  give  you  a  well-rounded  view 
of  SOA,  we’ve  included  a  piece 
on  “Pulling  Together  an  SOA 
Strategy”  (page  4)  and  another 
on  “The  SOA  Toolbox”  (page  10). 
We  wrap  it  up  with  Computerworld 
columnist  Mark  Hall’s  take  on  “An 
SOA  State  of  Mind”  (page  14). 

In  future  issues,  we’ll  look  at  other 
parts  of  the  corpus  IT:  subjects  like 
“Rearchitecting  the  Data  Center,” 
“Extending  the  IT  Supply  Chain” 
and  “Security  for  the  Next-Gen  IT 
Infrastructure.” 

We’ll  be  gathering  all  this  content 
and  more  in  a  special  online  site: 
ITNextGeneration.com.  Please 
visit  us  there  and  join  this  essential 
discussion  of  the  issues  you  and 
your  peers  are  confronting  as  the 
next  generation  of  information  tech¬ 
nology  unfolds.  ♦ 


NEXT-GEN  ONLINE 

For  the  online  edition  of 
this  publication  plus  rel¬ 
evant,  related  content  from 
CIO  and  Computerworld, 
visit  our  Web  site: 
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SOA  is  the  most  important 
concept  yet  for  building  bu: 
and  IT  alignment.  But  it 
requires  a  clear  strategy  — 
because  it  will  change 
IT  forever.  j* 


BY  GALEN  GRUMAN 

nhe  concept  of 

service-oriented 
architecture  has 
gained  real  steam 
among  CIOs  in  the 
past  year,  promising 
a  way  to  more  quickly  build  and  adapt 
software  functionality  to  deliver  new, 
more  flexible  business  processes. 

A  November  2005  Yankee  Group 
Research  Inc.  survey  of  306  U.S.  or¬ 
ganizations  found  that  all  had  started 
or  planned  to  start  SOA  initiatives 
within  two  years.  Using  an  SOA  lets 
you  “craft  enterprise-like  functional¬ 
ity  across  hundreds  of  moving  parts,” 
says  John  Halamka,  CIO  at  Care- 

CONTINUED  ON  PAGE  6 
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Five  new  reasons  why 
APC  is  preferred  3  to  1*  for 
data  center  protection 


InfraStruXure™  Express 

APC's  InfraStruXure™  Express  is 
a  fully  mobile,  fully  integrated, 
ready  to  use  data  center  perfect 
for  disaster  recovery,  temporary 
usage,  or  events  support.  To  learn 
more  about  this  innovative  solution 
for  data  centers  on  the  go,  visit 
http://promo.apc.com  and  enter 
the  keycode  highlighted  in  the  box 
below. 


Blade  Ready  Assessment 

Don't  move  to  blades  without  an 
APC  Blade  Readiness  Assessment. 
Examining  everything  from  hot 
spots  to  airflow,  this  evaluation 
will  give  you  added  security  as 
you  move  your  data  center  to 
blades.  For  more  information,  or 
to  see  a  sample  of  our  work,  visit 
http://promo.apc.com  and  enter 
the  keycode  highlighted  in  the  box 
below. 
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NetBotz  Surveillance  Screen 


NetBotz* 

Wish  you  knew  "who  did  what  when" 
the  last  time  your  servers  went  down? 
Newly  acquired  NetBotz®  provides 
fully  manageable  environmental 
monitoring  and  video  surveillance, 
including  emailing  your  video 
clips  of  intrusions  or  out-of-bounds 
events!  Pre-empt  trouble  and  prevent 
downtime. ..take  a  demo  today  at 
http://promo.apc.com  and  enter 
the  keycode  highlighted  in  the  box 
below. 


Fuel  Cell  Technology 

Need  extra  runtime  that  you  can  rely 
on?  Constrained  by  local  generator 
restrictions?  Check  out  our  new,  Fuel 
Cell  based  extended  runtime  option, 
fully  integrated  into  the  InfraStruXu¬ 
re™  architecture,  and  featuring  the 
additional  runtime  you  need  for 
peace  of  mind!  See  it  at  http://pro- 
mo.apc.com  and  enter  the  keycode 
highlighted  in  the  box  below. 


NCPI  Science  Center 

With  more  than  80  "must-read” 
white  papers  published  on  data 
center  issues  and  technologies, 
our  NCPI  Science  Center  is  actively 
investigating  the  problems  of  today 
and  tomorrow.  With  lab-testing 
and  field  research  to  back  up  over 
200  years  of  combined  experi¬ 
ence,  there’s  no  data  center  issue 
this  tenacious  team  can't  handle. 
Download  samples  of  their  latest 
work  at  http://promo.apc.com  and 
enter  the  keycode  highlighted  in 
the  box  below. 


If  Legendary  Reliability®  isn't  reason  enough. . . 


How  have  we  gone  from  making  simple  UPS  systems  to 
being  the  world  leader  in  Network  Critical  Physical 
Infrastructure  (NCPI)  solutions?  By  cultivating 
a  fanatical  focus  on  eliminating  downtime 
wherever,  whenever,  and  however  it  occurs. 

Almost  7,000  APC  employees  and  over 
30,000  global  solution  providers  have 
this  focus:  to  deliver  the  benefits  of 
standardization  and  to  eliminate  the 
waste  of  legacy  designs.  This  veritable 
army  of  availability  experts  is  at  your 
disposal,  with  the  sole  mission  of  helping 
to  increase  profits  and  peace  of  mind  wherever 
your  data  is  created,  transmitted,  or  stored. 
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You  can  count  our  patents. 

You  can  count  the  $100  million  we  will  invest 
in  R&D  in  the  next  12  months,  providing 
solutions  for  the  problems  of  today  and 

_ anticipating  those  of  tomorrow. 

You  can  count  our  satisfied  customers. 
Most  importantly,  you  can  count  on 
us.  After  all,  that's  what  Legendary 
Reliability  is  all  about... 


There  are  hundreds  of  reasons  the  Fortune  1000  is  saving  (and  making) 
millions  with  our  standardized  InfraStruXure™  architecture,  and  at  the  rate 
we  are  innovating  there  will  be  hundreds  more  a  year  from  now. 

See  our  latest  launches  at  www.apc.com 


Get  a  FREE  White  Paper 
"Avoiding  Costs  from  Oversizing  Data 
Center  and  Network  Room  Infrastructure" 
and  a  FREE  InfraStruXure™ brochure. 
Visit  http://promo.apc.com  and 

I  enter  key  code  j370x  or  call 

I I  -888-289-APCC  x3607  today. 
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Our  real  challenge  was 
getting  our  76  agencies  to  share. 

SUZANNE  PECK, 

CTO.  DISTRICT  OF  COLUMBIA 
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CONTINUED  FROM  PAGE  4 

Group  Healthcare  System  in  Boston. 

Properly  deployed,  SOA  puts  busi¬ 
ness  processes  —  rather  than  soft¬ 
ware  —  in  the  driver’s  seat.  By  piecing 
together  functionality  and  data  from 
almost  any  application  and  orches¬ 
trating  them  to  help  automate  a  busi¬ 
ness  process,  IT  can  break  the  bound¬ 
aries  imposed  by  many  mainframe 
and  enterprise  applications.  The  SOA 
approach  also  encourages  reuse  of 
these  services,  reducing  development 
efforts  over  time  and  ensuring  greater 
consistency  across  processes. 

For  example,  Boston-based  research 
firm  Aberdeen  Group  Inc.  predicts 
that  a  fully  implemented  SOA  will 
reduce  development  costs  by  25%, 
or  about  $53  billion  over  five  years, 
across  the  2,000  largest  firms  world¬ 
wide.  The  Guardian  Life  Insurance 
Company  of  America  in  New  York 
has  seen  a  30%  drop  in  such  costs, 
says  Jaime  Sguerra,  chief  architect. 

But  SOA  means  dramatic  change 
for  most  IT  departments.  The  skills 
required  include  expertise  in  object- 
oriented  development,  business  analy¬ 
sis  and  complex  service  orchestration. 
Get  busy  finding  these  people:  By 
2008, 80%  of  development  projects 
will  be  based  on  the  SOA  model, 
Gartner  Inc.  predicted  in  a  March 
2005  report. 

Though  by  no  means  easy,  SOA  is 
the  most  important  blueprint  yet  de¬ 
vised  for  achieving  business  and  IT 
alignment.  It  can  help  IT  move  from 
being  just  a  cost  center  and  technol¬ 
ogy  provider  to  becoming  the  key  en¬ 
abler  of  critical  business  processes. 

Leading  Change 

A  December  2005  Aberdeen  Group 
study  of  284  companies  shows  that 
CIOs  lead  SOA  efforts  40%  of  the 
time.  Even  though  SOA  promises 
clearer  business  benefits  than  tradi¬ 
tional  technology  efforts,  business 
managers  lead  SOA  efforts  just  18% 
of  the  time.  CIOs  have  the  advantage 
of  both  managing  the  IT  staff  that 
implements  the  SOA  and  of  being 
neutral  in  business-unit  turf  battles. 

“Our  real  challenge  was  getting  our 
76  agencies  to  share,”  says  Suzanne 
Peck,  chief  technology  officer  of  the 
District  of  Columbia,  which  in  a  five- 
year  SOA  effort  has  collapsed  370 


applications  into  nine  sets  of  cross¬ 
agency  business  services.  SOA  gives 
CIOs  the  strategy  they  need  for  bring¬ 
ing  speed,  flexibility  and  innovation 
to  business  processes. 

CIOs  routinely  hear  complaints 
from  business  management  about 
how  inflexible  and  costly  the  IT  in¬ 
frastructure  is,  and  how  long  it  takes 
to  deploy  applications.  SOA  forces 
IT  to  understand  business  issues  so  it 
can  develop  services  that  address  real 
business  requirements.  That  requires 
a  closer  partnership  between  IT  and 
business  staffs,  making  the  business 
analyst  role  in  IT  a  key  one.  SOA 
forces  the  business  and  IT  to  take  a 
common  design  and  development  ap¬ 
proach,  so  it’s  no  surprise  that  Aber¬ 


deen  Group’s  survey  showed  that  half 
of  large  companies  cite  “alignment 
with  the  business”  as  the  top  factor 
that  drove  them  to  initiate  or  imple¬ 
ment  SOA.  This  factor  was  closely 
followed  by  “managing  IT  complex¬ 
ity,”  cited  by  49%  of  large  companies. 

This  tight  coupling  between  IT 
and  business  puts  the  CIO  at  the 
nexus  between  the  two  groups,  in  a 
position  that  requires  deep  business 
understanding  and  an  ability  to  lead 
IT  efforts  that  deliver  on  the  business 
needs.  Because  services  reflect  actual 
business  processes,  business  manag¬ 
ers  will  be  able  to  measure  a  CIO’s  ef¬ 
fectiveness  on  aligning  IT  to  business 
values,  something  that’s  difficult  to 
do  with  traditional  IT  projects.  “It’s  a 
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great  way  to  unify  the  organization,” 
says  Scott  Metzger,  CIO  at  San  Luis 
Obispo,  Calif.-based  TrueCredit,  a 
subsidiary  of  credit  reporting  agency 
Trans  Union  LLC. 

But  that  value  may  not  be  apparent 
right  away.  SOA  requires  a  retooled 
IT  infrastructure,  and  the  first  appli¬ 
cations  delivered  will  largely  execute 
existing  business  processes.  But  the 
benefits  should  soon  become  appar¬ 
ent,  as  IT  adapts  the  services  more 
quickly  to  changing  business  needs 
and  builds  entirely  new  services. 

“The  marginal  cost  for  putting  on 
the  next  Web  service  is  zero,”  says 
Guido  Sacchi,  CIO  and  executive 
director  of  shared  services  at  Atlanta- 
based  CompuCredit  Corp. 

Not  Just  a  Project 

Because  SOA  is  an  architecture,  not  a 
specific  technology  or  product,  CIOs 
should  not  promise  to  deploy  “an 
SOA.”  Instead,  they  should  promise 
to  deliver  business-critical  services 
using  the  SOA  model.  A  complete 

r  —  —  —  —  —  —  —  —  —  —  —  —  —  —  - 


SOA  effort  can  take  five  or  more 
years  to  deploy.  Fortunately,  SOA’s 
approach  of  breaking  applications 
into  discrete  services  means  an  SOA 
effort  can  be  incremental,  gradually 
replacing  traditional  applications. 

“It’s  a  long-term  journey”  to  a  truly 
different  way  of  delivering  business 
processes,  says  Judith  Hurwitz,  presi¬ 
dent  of  Hurwitz  &  Associates,  an  IT 
consultancy  in  Waltham,  Mass. 

The  SOA  approach  and  its  sup¬ 
porting  technologies  allow  greater 
interplay  among  existing  and  new  ap¬ 
plications  but  also  require  a  new  kind 
of  application  development.  Services 
require  extra  work  to  create  the  inter¬ 
face  that  links  the  service  with  others 
and  describes  what  the  service  does  in 
business  and  technical  terms  and  how 
other  systems  access  it.  “A  good  ser¬ 
vice  knows  who  it  is,  can  describe  itself 
to  others  and  show  who  wants  to  con¬ 
nect  to  it,”  says  Jeff  Gleason,  director  of 
IT  strategies  for  the  financial  markets 
group  at  Transamerica  Life  Insurance 
and  Annuity.  “The  essence  of  service- 


style  integration  is  that  the  interface  is 
intelligent  and  communicative.” 

Creating  and  deploying  services 
within  an  SOA  also  requires  a  differ¬ 
ent  type  of  talent.  The  IT  team  must 
include  services  and  data  architects, 
developers  who  understand  object  ori¬ 
entation,  business  analysts,  developers 
familiar  with  the  inner  workings  of 
existing  systems,  experts  in  distribut¬ 
ed  systems  development  and  manage¬ 
ment,  and  staffers  familiar  with  Web- 
oriented  tools  and  standards.  “It’s  not 
easy  to  find  people  able  to  build  these 
types  of  architectures,”  warns  Sacchi. 

And  then  the  CIO  needs  to  ensure 
that  everyone  follows  the  architec¬ 
ture.  “SOA  isn’t  a  technology;  it’s  a 
framework,  a  blueprint,  and  if  you 
don’t  have  control  over  it  and  aren’t 
guaranteeing  that  it’s  being  applied 
across  the  organization,  you’ll  never 
have  a  true  SOA.  There  are  prob¬ 
ably  a  million  ways  to  architect  an 
integration  layer,  but  you  can’t  have 
a  thousand  different  ways  inside 
your  company,”  says  Rick  Sweeney, 


Will  Vendors 
Really  Do  SOA? 

Seeing  the  interest  in  SOA  among  their  enter¬ 
prise  customers,  many  vendors  are  starting 
to  rethink  their  own  applications  as  a  set  of 
services,  making  them  more  modular  and  thus 
more  easily  updated  incrementally.  While  some 
vendors’  SOA  offerings  may  involve  nothing  more 
than  repackaging  their  existing  approaches  and 
relabeling  individual  suite  applications  as  services, 
many  others  see  SOA  as  a  way  to  gain  the  same 
benefits  for  their  internal  development  efforts  that 
their  CIO  customers  are  beginning  to  see. 

If  software  vendors  adopt  the  SOA  approach 
for  their  own  products,  they’ll  be  able  to  more  eas¬ 
ily  modify  and  add  components  -  and  thus  deliver 
incremental  services  without  requiring  customers  to 
undertake  major  upgrades. 

The  component  approach  favored  in  SOA  should 
also  help  CIOs  lower  their  software  acquisition  costs. 
That’s  because  they’ll  only  have  to  buy  the  specific 
services  they  need,  not  everything  the  vendor  de¬ 
cides  to  bundle.  It  should  also  reduce  vendors’  devel¬ 
opment  costs,  which  should  also  help  reduce  prices. 

But  the  SOA  approach  also  adds  risk  for  software 


vendors:  CIOs  can  invest  in  internal  services  or  buy 
third-party  services  if  they  find  a  vendor’s  product  to  be 
deficient  or  overpriced.  That  makes  it  harder  for  ven¬ 
dors  to  sell  suites  with  mediocre  components.  It  also 
gives  them  an  incentive  to  develop  their  SOA-based 
applications  in  a  way  that  isn’t  so  open  and  transparent. 

Major  enterprise  application  vendors  like  SAP  AG, 
Oracle  Corp.  and  Microsoft  Corp.  are  developing  SOA 
platforms  and  reworking  their  applications  for  an  SOA 
framework.  Each  vendor’s  goal  is  to  make  its  platform 
the  preferred  basis  for  deploying  services,  using  its 
own  applications  as  well  as  third-party  services. 

“They’re  all  wining  and  dining  the  software  vendors 
to  foster  an  ecosystem,”  says  Dennis  Gaughan,  an 
analyst  at  AMR  Research  Inc.  in  Boston.  All  plat¬ 
forms  are  in  early  stages  of  development,  but  a  com¬ 
mon  approach  is  to  support  the  vendor’s  own  inter¬ 
face  standards  to  give  an  advantage  to  applications 
written  specifically  for  that  system.  Software  makers 
may  also  support  industry-standard  interfaces  so 
companies  can  integrate  vendor-neutral  services 
from  other  providers  or  ones  they  create  themselves. 

You  should  watch  vendors  carefully  to  ensure  that 
platforms  advertised  as  SOA-based  don’t  end  up  as 
proprietary  systems  in  disguise,  says  Ronald  Schmel- 
zer,  an  analyst  at  ZapThink.  Gaughan  agrees,  noting 
that  “vendor  self-interest  can  trump  compatibility.” 
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chief  architect  at  Blue  Cross  and  Blue 
Shield  of  Massachusetts. 

When  Shadman  Zafar,  senior  vice 
president  for  architecture  and 
e-services  at  Verizon  Communica¬ 
tions  Inc.,  began  developing  a  ser¬ 
vices  catalog  in  2001,  many  develop¬ 
ers  promised  to  follow  the  SOA  and 
reuse  components  —  but  they  didn’t. 
“We  had  to  stop  some  projects,”  he 
recalls.  “People  learned  that  they  had 
to  reuse  the  enterprise  assets.” 

Technology  Is  Young 

As  promising  as  SOA  is  as  a  concept, 
the  enabling  technologies  remain  im¬ 
mature.  So  some  initial  SOA  efforts 
won’t  scale  to  handle  the  number  of 
services  that  a  fully  deployed  SOA 
would  have  in  a  large  enterprise. 
Because  an  SOA  breaks  applications 
into  components  that  can  be  mixed 
and  matched  in  multiple  ways,  man¬ 
aging  those  interactions  and  keeping 
track  of  the  services  and  their  busi¬ 
ness  and  data  logic  can  be  difficult. 

One  challenge  caused  by  this  com¬ 
plexity  is  that  of  master  data  manage¬ 
ment.  In  an  SOA,  data  can  be  used  by 
different  services,  which  may  or  may 
not  understand  the  data’s  meaning 
and  context  in  the  same  way. 

“The  more  you  distribute  the  data, 
the  more  likely  it  is  that  there  will  be 
problems,”  says  Song  Park,  director 
of  pricing  and  availability  technology 
at  Starwood  Hotels  &  Resorts  World¬ 
wide  Inc.  The  result  could  be  what 
Don  DePalma,  president  of  Common 
Sense  Advisory  Inc.  in  Lowell,  Mass., 
calls  “frankendata,”  which  calls  into 
question  the  accuracy  of  the  results 
generated  by  the  services  and  appli¬ 
cations.  Once  you  get  over  the  thrill 
of  the  first  services,  you  will  discover 
the  pain  of  data  management  “when 
you  put  together  your  first  three-  or 
four-way  data  service,”  says  DePalma. 

“There’s  always  a  context  to  data. 
Even  when  a  field  is  blank,  different 
applications  impose  different  as¬ 
sumptions  about  what  that  means,” 
says  Ronald  Schmelzer,  an  analyst 
at  ZapThink  LLC,  a  Waltham,  Mass.- 
based  research  firm.  The  solution 
is  to  treat  data  logic  as  you  would 
business  logic  in  an  SOA:  as  separate 
services  that  don’t  hide  context  or  as¬ 
sumptions  from  the  business  services. 

“Think  about  the  processes  that  af- 


MEASURED  MOVES 

More  than  half  of  respondents 
are  making  the  move  to  SOA: 

42%  are 

neither  using 

58%  have  SOA  nor 
implemented  l  considering 
SOA  or  are  \  using  it 
considering  it  \ 
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MASTER  PLAN 

Once  implemented, 
their  SOAs  will  be  used  for: 

Integrating 

applications  internally 

-]VD 

Providing  services  directly 
to  customers  or  consumers 

Connecting  with  external 
apps  provided  by  partners 

21% 

All  of  the  above 

Cvc)% 
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SURVEY. 

feet  the  master  data  wherever  it  lives,” 
advises  Henry  Morris,  an  analyst 
at  research  firm  IDC.  For  example, 
the  business  logic  that  looks  up  a 
customer’s  order  status  should  rely  on 
a  separate  data  service  to  match  the 
customer  ID  across  the  databases  and 
applications  that  provide  individual 
results  —  such  as  order  date,  order 
amount,  product  description  and  ship¬ 
ping  status  —  to  that  business  logic. 

As  IT  creates  more  services,  it  be¬ 
comes  harder  to  keep  track  of  which 
services  are  available  and  what  each 
one  does.  That  can  lead  to  the  re¬ 
peated  creation  of  the  same  services, 
eliminating  the  reuse  advantage 
of  SOA,  as  well  as  threatening  the 
benefit  of  having  common  services 
for  common  tasks.  At  the  least,  you 
need  an  architectural  review  group 
that  looks  at  proposed  services  to  see 
if  they  might  already  exist  or  can  be 
adapted  from  what  already  exists.  At 


best,  the  CIO  should  create  a  services 
repository  or  registry  that  develop¬ 
ers  (and  business  requesters)  can 
access,  though  the  current  technol¬ 
ogy  for  this  is  not  yet  well  developed. 
“We  knew  at  15  components  that 
we’d  need  a  registry,”  says  Edmund 
Vazquez,  Web  services  program 
manager  at  Sprint  Business  Services, 
a  unit  of  Sprint  Nextel  Corp.  Sprint’s 
registry  lets  business  and  IT  staffers 
see  if  a  needed  service  already  exists, 
or  if  there’s  a  similar  one  that  can  be 
used  to  develop  a  new  service. 

Incremental  Approach 

The  transition  to  an  SOA  should  be 
just  that,  a  transition,  not  a  big  bang. 

In  the  early  phases  of  implementing 
an  SOA,  it  makes  the  most  sense  to 
choose  projects  that  provide  the  great¬ 
est  financial  impact  and  thus  generate 
support  for  further  IT  investment  to 
enable  the  use  of  more  services. 

Once  you’ve  picked  the  initial 
target,  it’s  usually  best  to  focus  on  re¬ 
lated  services  for  the  next  stage, 
so  the  developers  can  understand 
their  interactions  and  divide  the  con¬ 
stituent  services  appropriately.  The 
next  step  is  to  move  into  different 
business  domains  in  the  same  incre¬ 
mental  fashion. 

“One  of  the  nice  things  about  SOA 
adoption  is  that  adoption,  implemen¬ 
tation  and  deployments  can  be  incre¬ 
mental  as  long  as  you  keep  your  eye 
on  the  bigger  picture,”  says  Vazquez. 

But  achieving  the  promise  of  SOA 
requires  a  firm  commitment  from  the 
CIO  —  with  support  from  the  rest  of 
the  business  —  to  think  differently. 
Otherwise,  SOA  investments  will 
simply  be  this  decade’s  IT  fad,  creat¬ 
ing  many  projects  with  no  lasting 
impact.  If  an  SOA’s  focus  becomes 
specific  technologies  —  rather  than 
the  architecture  —  IT  has  missed  the 
point,  says  Praveen  Sharabu,  director 
of  enterprise  architecture  at  Con-Way 
Transportation  Services  Inc.,  a  truck¬ 
ing  company  based  in  Ann  Arbor, 
Mich.  “Companies  tend  to  look  for  a 
Holy  Grail,”  he  says.  “But  this  is  really 
about  building  a  solid  foundation.”  ♦ 


Gruman  is  principal  of  The  Zango  Group 
in  San  Francisco  and  a  regular  contribu¬ 
tor  to  CIO  magazine.  Contact  him  at 
ggruman@zangogroup.com. 
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ike  Kronenwetter 
has  big  dreams 
for  his  service- 
oriented  archi¬ 
tecture:  He  wants 
it  to  align  his  IT 
efforts  more  closely  with  the  needs  of 
the  business. 

But  Kronenwetter,  vice  president 
of  technology  management  at  health 
insurer  Highmark  Inc.  in  Pittsburgh, 
is  building  the  foundation  for  that 
dream  step  by  step.  Wherever  pos¬ 
sible,  he  wants  to  build  his  SOA  on 
newer  versions  of  products  he  al¬ 
ready  uses,  and  he’s  “working  on  a 
lot  of  our  strategies  around  what  it 
means  —  what  are  the  governance 
models  we  need  and  what  are  the  pi¬ 
lot  projects  we  should  be  looking  at?” 

Analysts  say  Kronenwetter’s  ap¬ 
proach  is  the  right  one.  SOA  success 
is  determined  not  by 
which  specific  products 
you  buy,  but  by  how 
well  you  understand 
what  you  need  from 
your  SOA  and  which 
products  pitched  as 
“SOA  solutions” 
meet  your  needs. 
This  is  even 
more  impor¬ 
tant  with 
SOA  than  it 
is  when 
you’re 


;  Focus  o 


ns  you  need,  not  what  to  buy. 
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evaluating  other  new  technologies, 
because  SOA  is  fundamentally  not 
about  new  technologies,  but  about 
new  ways  to  create,  manage,  share 
and  secure  applications.  With  the 
right  SOA  perspective,  the  systems 
that  companies  already  use  can  get 
them  a  long  way  toward  their  SOA. 

An  SOA  is  a  radical  leap  from  the 
conventional  model  of  stand-alone 
applications  consisting  of  bundles  of 
functions,  such  as  “create  customer 
record”  or  “create  invoice.”  In  an 
SOA,  each  of  those  functions  is  repre¬ 
sented  by  a  “service”  available  on  the 
network  to  any  application  or  user 
who  has  the  authority  to  use  them. 

If  all  goes  well,  it  becomes  easier, 
cheaper  and  faster  to  meet  new  busi¬ 
ness  needs  by  creating  collections 
of  already-available  services  than  it 
is  to  keep  building  new  stand-alone 
applications  and  to  laboriously  write 
interfaces  between  those  applications 
whenever  they  need  to  share  data. 
Early  adopters  are  doing  just  that, 
with  a  mix  of  new  technologies  and 
products  already  in-house. 

Build  on  What  You  Have 

At  Highmark,  Kronenwetter  didn’t 
set  out  to  buy  an  enterprise  service 
bus  (ESB)  that  could  help  him  build 
his  SOA,  but  he  is  already  using 
IBM’s  MQ_Series  messaging  soft¬ 
ware.  The  latest  release  of  that  soft¬ 
ware,  as  well  as  IBM’s  WebSphere 
Application  Server,  could  provide 
the  ESB  functions  Kronenwetter 
needs  as  he  expands  the  range  of 
services  he  deploys. 

Many  other  SOA  builders  “want  to 
use  their  existing  infrastructure”  in  the 
form  of  existing  middleware,  as  well 
as  application  servers  running  Web 
applications,  says  Ronald  Schmelzer, 
an  analyst  at  ZapThink  LLC,  an  IT 
consultancy  in  Waltham,  Mass. 

Kronenwetter  chose  IBM’s  Web¬ 
Sphere  Business  Modeler  for  upfront 
service  design  because  it  was  rela¬ 
tively  easy  to  use,  both  for  business 
analysts  who  outline  the  processes 
they  need  to  automate  and  for  the 
systems  analysts  who  use  those  mod¬ 
els  to  develop  actual  code.  He  chose 
LogicLibrary  Inc.’s  Logidex  metadata 
repository  because  of  how  well  it 
integrated  into  the  WebSphere  devel¬ 
opment  environment  and  how  easy  it 


What  are  the  governance  models 
we  need  and  what  are  the  pilot  projects 
we  should  be  looking  at? 
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is  to  search  for  and  use  components 
needed  to  create  services. 

Monitoring  and  management  is 
the  last  big  piece  of  Kronenwetter’s 
SOA  puzzle.  For  that,  he  says,  “We’re 
an  [IBM]  Tivoli  monitoring  shop, 
and  we’re  looking  at  how  to  leverage 
the  monitoring  infrastructure  we 
have  in  place.” 

David  Llamas,  IT  director  at  Har- 
rods  Ltd.  in  London,  chose  Sun  Mi¬ 
crosystems  Inc.’s  Java  Integration 
Suite  as  the  foundation  for  his  SOA. 
His  goals  were  to  make  it  easier  for 

p-  —  —  —  - -  —  —  —  - 


business  users  to 
get  a  single  view 
of  each  custom¬ 
er’s  actions  over 
the  company’s 
sales  channels 
and  to  eliminate 
reliance  on  inter¬ 
nal  developers  to 
create  and  modify 
interfaces  among 
applications  that 
needed  to  share  data. 

Llamas  chose  the  Sun  suite  be¬ 


cause  its  master  data  management 
capabilities  make  it  easier  to  create 
and  maintain  single  customer  views 
across  multiple  systems.  It  also 
makes  it  easy  to  modify  the  Java  code 
underlying  his  services  as  business 
conditions  change. 

Unicco  Service  Co.,  a  facilities 
management  company  in  Auburndale, 
Mass.,  has  written  about  20  services 
using  the  Bowstreet  Portlet  Factory 
from  Tewksbury,  Mass.-based  Bow- 
street  Inc.,  which  was  acquired  by 
IBM  in  December  2005.  Unicco  has 


David  Llamas 

uses  Sun’s  Java 
Integration  Suite, 


The  SOA 
Bleeding  Edge 

Something  as  radically  different  as  an  SOA  re¬ 
quires  radically  new  products.  Two  companies 
are  taking  that  gamble  with  unusual  approach¬ 
es  to  creating  and  running  services. 

Webalo  Inc.  in  Santa  Monica,  Calif.,  aims  to  make 
it  easier  for  end  users  to  control  the  look  and  feel  of 
data  presented  to  them  in  an  SOA  by  representing 
the  service  consumer  (which  could  be  a  person  or  a 
device,  such  as  a  BlackBerry)  as  just  another  service 
within  the  SOA. 

Most  SOA  tools,  says  Webalo  co-founder  and 
Chief  Technology  Officer  Seth  Bruder,  focus  on  “ab¬ 
stracting”  service  providers  (such  as  applications  or 
databases)  and  making  their  information  available  as 
a  service  over  the  network.  But  on  the  receiving  end, 
developers  have  to  create  complex  software  to  pres¬ 
ent  that  information  in  a  form  usable  for  the  receiving 
device,  such  as  a  handheld. 

The  Webalo  User  Proxy  “allows  a  business  con¬ 
sumer  and  user  to  drive  content  and  presentation  and 
interface  with  those  back-end  systems”  in  a  more 
natural  way,  says  Bruder.  The  proxy  will  first  see  the 
light  of  day  through  a  partnership  with  IBM,  which  last 
month  was  scheduled  to  roll  it  out  in  an  IBM-branded 
service  called  the  Mobile  Dashboard  for  transmitting 
critical  business  information  to  mobile  users. 

While  it’s  too  soon  to  say  how  successful  Webalo 
will  be,  the  company  is  right  to  focus  on  the  “consum¬ 
er”  side  of  the  services  equation,  says  Jason  Bloom¬ 
berg,  an  analyst  at  ZapThink.  Such  a  user  proxy  will 
eliminate  the  work  of  writing  separate  translation 
software  for  each  device.  As  more  companies  figure 
out  how  to  produce  services,  he  predicts,  “more  and 
more  of  the  focus  is  going  to  be  on  the  consumer 
side,  whether  it’s  multiple  form  factors  or  other  sort  of 
rich-client  capabilities  or  consumer-centric  [issues].” 


Bilal  Khokhar,  development  manager  for  field  ap-  | 
plications  at  Unicco,  says  he  would  definitely  be  in-  I 

terested  in  such  a  proxy  to  help  him  develop  his  own  I 
services-enabled  dashboard,  which  would  draw  data 
from  multiple  corporate  databases  to  give  top  man-  5 

agers  an  instant  overview  of  business  performance.  ; 

If  Webalo  is  “abstracting”  users,  then  Azul  Sys-  , 

terns  Inc.  in  Mountain  View,  Calif.,  is  abstracting  ! 

processing  power  with  network-attached  processing  r, 
appliances  that  make  compute  power  instantly  avail-  | 
able  to  any  service  that  needs  it,  says  Vice  President  | 
and  Chief  Marketing  Officer  Shahin  Khan.  | 

Azul’s  CentriCore  appliance  has  another  advan-  I 

tage  for  SOA,  says  Khan:  It’s  designed  to  run  the  I 

virtual  machines  that  are  the  executable  components 
of  services.  The  appliance  uses  a  combination  of 
software  techniques  and  hardware-assisted  features 
to  perform  garbage  collection  (freeing  up  memory 
no  longer  needed  by  applications)  without  pausing  . 

the  applications.  This  allows  the  virtual  machines  to  j 

get  the  full  performance  boost  of  the  hundreds  of  | 

processor  cores  in  a  CentriCore  appliance.  It  also  | 

includes  specialized  hardware  for  managing  mul-  I 

tiple  application  threads  so  they,  too,  can  exploit  the  I 
appliance’s  multiple  cores,  he  says.  I 

Khan  declines  to  say  how  many  of  the  appliances  3 

the  company  has  sold  since  they  went  on  sale  last 
June.  They  cost  approximately  $1,000  per  core,  ' 

making  a  typical  96-way  system  “on  the  order  of  ' 

$90,000,  with  a  healthy  amount  of  memory,”  he  says.  „ 

This  very  dense,  on-demand  processing  could  be 
attractive  for  companies  that  want  to  create  capacity  | 
for  the  unpredictable  demands  of  an  SOA  without  | 

having  to  keep  conventional  servers  on  standby,  I 

says  Vernon  Turner,  an  analyst  at  research  firm  IDC.  I 
“The  Azul  box  is  based  on  a  very  dense,  multicore 
[architecture]  built  into  a  very  small  form  factor,”  he  ' 

says.  While  mainstream  blade  servers  can  run  two- 
to  four-processor  cores  in  a  single  processor  socket, 

Azul  runs  16  per  socket,  says  Turner. 

-  ROBERT  L.  SCHEIER  . 
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no  real  SOA  yet,  says  Bilal  Khokhar, 
development  manager  for  field  appli¬ 
cations.  But  as  he  prepares  to  combine 
services  in  an  “executive  dashhoard” 
of  critical  business  information,  he 
says  he’ll  look  for  ESB-like  functions, 
such  as  fault  tolerance  and  guaran¬ 
teed  message  delivery. 

Building  Blocks 

Different  combinations  of  the  func¬ 
tions  you  need  are  provided  by  a 
sometimes  baffling  array  of  products. 

A  registry/repository  takes  care 
of  tracking  and  managing  services 
and  their  components.  This  func¬ 
tionality  is  needed  to  ensure  that 
only  approved  services  can  run 
and  that  services  can  be  updated  as 
needed.  In  some  cases,  it  helps  con¬ 
trol  which  users  or  applications  can 
access  certain  services. 

A  registry  is  usually  responsible 
for  the  service  components  needed  at 
runtime,  whereas  a  repository  is  more 
of  a  historic  library  of  components 
originally  used  to  create  the  services. 

Some  products  handle  both  types 
of  data  and  provide  sophisticated 
search  capabilities  for  everything 
from  models  used  in  development  to 
operational  reports  about  the  SOA. 
Some  also  store  security-related  in¬ 
formation,  such  as  user  access  rules. 

Features  to  look  for,  say  analysts, 
include  support  for  standards  such  as 
the  Universal  Description,  Discovery 
and  Integration  standard,  ease  of  use 
and  application  programming  inter¬ 
faces  to  support  key  functions  such 
as  the  ability  to  subscribe  to  changes 
or  access  the  registry. 

The  modeling  function  allows 
business  users  and  systems  analysts  to 
define  the  business  processes  the  ser¬ 
vice  will  enable.  Based  on  the  process 
diagram,  the  modeling  tool  exports 
code  that  can  be  imported  into  other 
design  tools  or  into  application  servers. 

Key  features  include  ease  of  use, 
support  for  key  SOA  standards  and 
whether  the  code  produced  by  the 
modeler  fits  your  development  envi¬ 
ronment.  Some  customers  even  use 
diagramming  tools  for  modeling. 

The  management  and  security 
function  can  involve  monitoring  and 
managing  the  SOA  messaging  infra¬ 
structure,  the  services  themselves 
and  even  business  information,  such 


STILL  EVOLVING 

Respondents  rated  the  maturity  and  capability 
of  the  following  SOA  technologies: 

Mature 

Still  evolving 

Inadequate 

Development  tools 

'1 6% 

/  9% 

6%  •  ‘ 

Enterprise  service  bus 

16% 

/3% 

12%  . 

Repository/registry 

1  'Wo 

/0% 

16% 

Monitoring  and  management 

12% 

66%  -• 

22%. 

Security 

14% 

65% 

0  0%  : 

Migration/legacy  adapter  tools 

10% 

68% 

22%' 

Underlying  protocols 

00% 

68% 

0% 

BASE:  353  IT  professionals.  Percentages  may  not  add  up  to  100  because  of  rounding. 

SOURCE:  COMPUTERWORLD/CIO  EXCLUSIVE  SURVEY.  FEBRUARY  2006 

as  whether  key  transactions  have 
been  completed.  These  functions 
might  be  carried  out  by  stand-alone 
applications,  other  SOA  tools,  such  as 
ESBs  or  messaging  middleware,  and 
even  dedicated  security  appliances, 
such  as  XML  gateways. 

Usually  described  as  a  common 
platform  over  which  services  com¬ 
municate  at  runtime  as  they  share 
messages  or  data,  an  ESB  can  medi¬ 
ate  or  translate  among  the  various 
data  and  messaging  protocols  used 
by  the  underlying  applications  repre¬ 
sented  by  the  services. 

Some  products  are  more  specialized. 
Sonic  Software  Corp.,  part  of  Progress 
Software  Corp.  in  Bedford,  Mass., 


STANDARDS  ARE  KEY 

The  importance  of  support  for 
key  SOA  protocols  and  stan¬ 
dards  when  choosing  which 
products  to  buy: 


Somewhat 

important: 

Very  36% 

important: 

62% 


Not  important  at  all:  3% 

BASE:  353  IT  professionals. 

Percentages  do  not  add  up  to  100  because 
of  rounding. 

SOURCE:  COMPUTERWORLD/CIO  EXCLUSIVE  SURVEY, 
FEBRUARY  2006 


sells  an  XML  server  to  speed  XML 
processing.  It  also  offers  the  Sonic 
Collaboration  Server,  which  extends 
the  capabilities  of  Sonic’s  ESB  so  it 
can  integrate  with  the  systems  of 
external  business  partners. 

CentraSite,  a  repository  developed 
by  Fujitsu  Ltd.  and  Software  AG, 
stores  and  manages  data  from  SOA 
integration  products  such  as  Fujitsu’s 
Interstage  Business  Process  Manager 
and  Software  AG’s  Enterprise  Service 
Integrator  and  Enterprise  Informa¬ 
tion  Integrator. 

There’s  also  a  “sizable  market”  for 
software  that  allows  data  and  business 
rules  on  mainframes  to  be  presented 
as  services,  says  Schmelzer. 

Microsoft  Corp.  plans  to  provide 
an  SOA  messaging  platform  with  the 
Windows  Communication  Founda¬ 
tion,  which  is  scheduled  for  release 
this  year  as  part  of  Windows  Vista. 

With  such  a  fast-changing  and 
hard-to-define  tool  set,  some  analysts 
argue  that  it’s  best  to  begin  building 
services  with  the  tools  you  need  now 
and  look  for  other  SOA  functions  as 
you  need  them. 

“If  I  architect  around  ‘my  platform 
is  such  and  such,’  I’ve  got  no  sustain¬ 
ability,  no  flexibility,”  says  Randy 
Heffner,  an  analyst  at  Forrester  Re¬ 
search  Inc.  “If  I  get  a  different  product 
with  a  different  scope  of  capabilities, 
I’ve  got  to  redraw  my  architecture, 
and  I  don’t  want  to  do  that.”  ♦ 


Scheier  is  a  freelance  writer  in  Boylston, 
Mass.  You  can  contact  him  at 
rscheier@charter.net. 
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ROBBIE  McCLARAN 
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SOA  State 
Of  Mind 


Service-oriented 
architecture  is 

not  the  next  “rapid 
prototyping,”  “extreme 
programming”  or  other 
trendy  IT  development 
technique.  Done  right,  it’s  a  state  of 
mind  for  your  entire  business. 

And  it’s  one  that’s  catching  on  fast. 
So  you’d  better  get  cracking,  because 
your  company’s  competitors  are  al¬ 
ready  embracing  the  SOA  mind-set. 
Aberdeen  Group  surveyed  284 

Global  2,000  companies 
and  learned  that 
68%  were  engaged 
in  SOA  projects  in 
2005.  By  2007,  that 
figure  will  skyrocket  to  98%.  It’s 
easy  to  see  why.  Big  companies  expect 
to  save  as  much  as  $53  billion  between 
2006  and  2010  simply  by  applying 
SOA  principles  to  application 
development  and  deployment. 

Most  of  the  savings  will  come 
from  being  able  to  reuse  fully 
tested  and  proven  code. 

Since  everyone  will  get  their 
share  of  SOA’s  inherent  operational 
savings,  becoming  an  SOA  shop 
won’t  give  you  a  unique  competitive 
advantage.  The  critical  part  of  adopt¬ 
ing  it  will  be  in  how  you  implement 
SOA  to  create  business  opportunities. 

Think  of  SOA  like  PCs  in  the  1980s. 
You  knew  PCs  would  be  ubiquitous 
inside  your  company  as  well  as  with¬ 
in  your  competitors’  businesses.  Go¬ 
ing  with  SOA,  like  adopting  PCs,  is  a 
no-brainer.  As  I  said,  it’s  how  you  do 
it  that  takes  a  little  gray  matter. 

When  PCs  first  arrived,  most  IT  ex¬ 
ecs  were  happy  to  let  users  buy  them 
and  share  information  via  sneakernet 
—  passing  5 14-in.  floppy  disks  around 
the  office.  But  true  IT  leaders  quickly 
pushed  their  companies  toward  net¬ 
worked  PCs  with  mobile  capabilities 


running  distributed  applications  that 
added  business  value  throughout 
their  organization. 

The  same  will  be  true  for  SOA. 

It  won’t  be  enough  that  you  litter 
your  code  with  SOAP  envelopes  and 
memorize  your  industry’s  XML  vo¬ 
cabulary.  You’ll  need  to  build  an  SOA 
infrastructure  that  makes  it  possible 
for  end  users  to  exploit  the  technology. 

How  will  you  do  that? 

For  starters,  don’t  think  of  the 
software  components  as  part  of  the 
IT  department’s  arsenal.  Make  them 
part  of  your  company’s  business 
weaponry.  Push  component  access, 
detailed  descriptions  and  usage  ex¬ 
amples  out  to  end  users.  Give  them 
easy-to-use  tools  that  show  them  how 
to  combine,  compile  and,  yes,  deploy 
their  own  homegrown  applications 
just  as  users  built  and  shared 
their  own  Excel  macros. 

But  there’s  a  big  difference. 
When  end  users  created  value 
with  Excel,  for  example,  IT 
surrendered  part  of  its  leader¬ 
ship  to  Microsoft.  In  that  case,  end 
users  knew  it  was  Bill  Gates  &  Co. 
that  gave  them  the  capability  to  do 
new  things  for  the  business,  not  you. 
With  SOA,  however,  you  can  foster 
an  environment  to  liberate  end  users 
from  getting  into  an  IT  application- 
development  queue.  One  approach 
is  to  create  an  SOA  SWAT  team  and 
make  it  available  to  assist  end  users 
struggling  with  component  program¬ 
ming  and  to  test  end  users’  final  code. 

Sure,  SOA  is  an  opportunity  to 
save  big  IT  operation  dollars.  But 
more  important,  it’s  a  chance  to  let 
end  users  create  major  business  value 
while  enhancing  IT’s  reputation.  ♦ 


Hall  is  editor  at  large  and  a  columnist  at 
Computerworld.  You  can  contact  him  at 
mark_hall@computerworld.com. 


BY 
MARK 
HALL 
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How  do  you  maximize 
the  value  of  IT  to  the  Business? 


IT  is  still  one  of  the  most  misunderstood  functions  in 
business.  The  CIO  Executive  Council  —  a  professional 
community  developed  by  CIOs  —  has  focused  its 
members’  collective  effort  on  this  challenge.  Their 
initiative  has  resulted  in  groundbreaking  tools  —  the 
IT  Value  Matrix  and  Knowledge  Center™  —  to  help 
leverage  the  value  of  IT  throughout  the  organization. 

The  IT  Value  Matrix  illustrates  the  principles  and 
practices  essential  to  creating,  identifying  and 
communicating  IT’s  value  to  the  enterprise.  Its 
online  Knowledge  Center  provides  best  practices 
contributed  by  Council  members,  supplemented  by 
case  studies  and  how-to  articles  from  CIO  magazine 
that  are  grouped  in  categories  that  correspond  to  all 
the  components  of  the  Matrix. 

Visit  www.cioexecutivecouncil.com/it_value  to 
learn  more. 

Download  a  pdf  of  the  Matrix,  order  the  office  poster, 
request  guest  access  to  the  Knowledge  Center,  or 
watch  the  IT  Value  webcast  demonstrating  the  tools 
presented  by  Agriliance  CIO  and  Council  member 
Steven  John. 


To  Vo: 

__  Align  IT  with  major  enterprise  objects 


Establish  and  maintain  a  strategic  vc 
table  at  which  key  business  decisions 


Immerse  yourself  in  the  complexities  c 
and  influence  executive  peers 


Become  an  agent  of  organization  cha 


Sharpen  communication  and  relation! 

building  ekille 


Strike  a  balance  between  short  vs  lo 
hnology  vs.  business  focus,  leadm. 


technology  leadership  at  al 
jzation. 


CIO  Executive  Council 

The  Professional  Organization  for  CIOs 

The  CIO  Executive  Council  was  created  by  readers  of  CIO  magazine  and  leaders  within 

Founded  by 

8 


the  community  of  CIOs  to  leverage  the  individual  and  collective  strengths  of  its  members, 
both  to  serve  as  unbiased  and  trusted  advisors  to  each  other  and  to  advance  the 
CIO  role  and  profession.  In  just  two  years,  more  than  300  CIOs  worldwide  from  various 
sectors  and  industries  have  identified  with  the  Council’s  vision  and  committed  to  assist 
each  other,  cultivate  their  own  careers  and  those  of  their  team,  and  advance  the  role  of  the 
CIO.  To  inquire  about  membership,  visit  www.cioexecutivecouncil.com. 
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Sun  fire  X4100 


About  1/3  the 
power  consumption 


Two  Single- or  Dual-Core 
AMD  Opteron"  Processors 


1/4  the  size 


Dual-redundant 
hot-swappable 
power  supplies 


Four 

Gigabit  Ethernet 
ports 


PCI-X  slot  expansion 


Service  processor 


VGA  video  port 


The  Sun  Fire™  x64  servers 


OH,  ONE  MORE  REASON  WHY  IT'S  THE  NEW  STANDARD  IN 
x64  INDUSTRY  STANDARD  SERVERS:  IT  STARTS  AT  ONLY  $2,1? 


Dell  PE6850 


Sun  Fire M  X4100 


SUN  x64  FACTS 


SPECfp_rate2000:  82.4 


SPECfp_rate2000:  52.5 


57%  FASTER 


ABOUT  1/3  THE 
POWER  CONSUMPTION 


1,470  watts 


550  watts 


CERTIFIED  FOR  THE  TOP  3  OSs 


Solaris,  Linux,  Windows 


Linux,  Windows 


LESS  THAN  1/2  THE  PRICE 


Buy  today  at  sun.com 


AMD 


©  2006  Sun  Microsystems,  Inc.  All  rights  reserved.  AMO,  the  AMD  logo.  AMD  Opteron 
combinations  thereof,  are  trademarks  of  Advanced  Micro  Devices.  Inc.  SPEC.  SPECfp  are 
registered  trademarks  of  the  Standard  Performance  Evaluation  Corporation. 

•Results  from  http://www.spec.org,  as  of  02/15/06. 

U.S.  list  price.  All  prices  quoted  are  in  U.S.  dollars. 


soLaris 


Opteron 


CIOIOO 


YMPOSIUM  &  AWARDS  CEREMONY 


The  Eighth  Annual 
CIO  100  Symposium  &  Awards 

Delivering  Innovation  to  the  Enterprise 

CIO  100  Symposium  is  the  premier  place  for  CIOs  to  exchange  ideas  with  their  peers  across 
all  industry  segments  as  noted  thought  mavens  and  recognized  leaders  in  the  CIO  community 
explore  how  to  develop,  implement  and  capitalize  on  innovation  most  effectively. 


Save  the  date. 


August  20  -  22,  2006 

Hotel  Del  Coronado,  Coronado,  California 

For  more  information,  call  800-355-0246 


CIO  100  Symposium  Awards  are  proudly  underwritten  by 


Sybase 


Sponsored  by 


Satyam 


What  Business  Demands. 

I 


Official  Host  Sponsors 

:::  BlackBerry  i  R  i  s  0’ 

VISUALIZE  INNOVATE.  DELIVER!* 


m  redhat.  Symantec. 

by 
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Presented 


□  CAN  IT  REDUCE  COSTS 

□  DECREASE  TIME  TO  MARKET 


□  AND  SHOW  AN  EARLY  RETURN 


reserved.  Microsoft,  the  Windows  logo,  Windows  Server,  and  Windows  Server  System  are  either  registered  tract] 
sand/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  tradem.irkso 


r  trademarks  of 

Dective  owners. 


Microsoft 


efGET  THE  FACTS. 

SWITCHING  FROM  RED  HAT  LINUX  TO  WINDOWS  SERVER  WILL  SAVE 
TOMMY  HILFIGER  AN  ESTIMATED  25-30%  IN  IT  COSTS. 

"Our  migration  to  Windows  Server™  will  reduce  our  IT  costs  by  an  estimated  25-30 
percent,  but  that's  only  the  start.  Our  efforts  are  improving  our  competitive  advantage. 
We  developed  a  full  e-commerce  site  within  six  months,  in  time  for  the  2005  holidays, 
and  we'll  continue  to  benefit  from  compressed  product  design  times  and  an 
optimized  supply  chain."  -Eric  Singleton,  CIO  TOMMYJ  HILFIGER 

For  these  and  other  third-party  findings,  go  to  microsoft.com/getthefacts 


TRENDLINES 


Look  Back  for  Keys  to  Vendors' Future 


i.t.  companies  This  year  marks  a  decade  since  the 
Internet  bubble  started  inflating.  Today,  with  IT  spending  on 
the  rise  again,  “we’re  entering  a  new  10-year  period  that  I  sus¬ 
pect  will  wind  up  being  even  more  important  than  the  bubble 
was,”  observes  Mark  Stahlman,  managing  director  of  equity 
research  with  Caris  &  Co. 

IT  industry  analysts  believe  the  dominant  vendors  then- 
such  as  IBM,  Microsoft  and  Cisco— sowed  the  seeds  for  how 
they  would  fare  in  the  future  in  they  ways  they  responded  to 
the  dotcom  boom  and  bust. 

IBM,  observes  Stahlman,  has  been  resilient.  Ten  years 
ago,  as  it  was  being  outpaced  by  other  companies  as  a  technol¬ 
ogy  innovator,  it  sought  refuge  in  the  services  market.  After  the 
bubble  burst,  IBM  was  able  to  capitalize  on  CIOs’  need  to  cut 
costs  by  outsourcing.  Now  that  IT  spending  is  picking  up 
again,  the  company  is  reemerging  as  a  technology  maker,  with 
an  emphasis  on  high-end  servers,  mainframes  and  semicon¬ 
ductors.  Meanwhile,  it  is  repurposing  services  as  boosters  to 
its  hardware  and  software  sales. 


Microsoft’s  overreaction  to  the  Netscape  threat  landed  it  in 
antitrust  court  and  caused  it  much  damage,  says  industry  ana¬ 
lyst  Rob  Enderle  of  Enderle  Group.  On  the  other  hand,  Enderle 
says,  Microsoft  succeeded  at  building  a  credible  suite  of  server 
software,  which  it  lacked  in  1995,  enabling  the  company  to 
become  “solidly  entrenched  in  the  back  office.” 

Today,  the  company  faces  another  challenge:  the  need  to 
reinvent  itself  for  the  new  wave  of  software  as  a  service,  says 
Amy  Wohl,  president  of  Wohl  Associates.  Google  is  a  particu¬ 
lar  threat  because  it  can  use  its  dominance  in  search  engines  to 
offer  Web-based  software  as  a  service  to  consumers  and  enter¬ 
prises,  she  says. 

Cisco  opted  to  grow  through  acquisitions  and  alliances, 
broadening  its  scope  in  networking  and  later  entering  new 
markets,  says  Frank  Dzubeck,  president  of  Communications 
Network  Architects.  But  now,  Cisco  plays  in  so  many  mar¬ 
kets— networking,  voice  over  IP,  security,  storage  and  serv¬ 
ices— that  it  risks  clashing  with  IBM,  Microsoft  and  other 
partners  in  the  marketplace.  -Juan  Carlos  Perez 


Why  a  CIO  Makes  a  Good 
Business  Strategist 


!  i 


! 


on  the  move  As  CIO  of  Uni- 
Group,  the  transportation  company 
that  operates  Mayflower  Transit  and 
United  Van  Lines,  Randall  Poppell 
spent  a  lot  of  time  doing  strategic  plan¬ 
ning  for  the  company  as  part  of  his 
effort  to  create  an  IT  strategy.  The  IT 
strategy  meetings  Poppell  held  always 
involved  discussions  about  the  busi¬ 
ness  strategy,  business  processes  and 
business  transformation. 

Last  fall,  Poppell,  48,  was  rewarded 
for  these  efforts  when  he  was  named 
UniGroup’s  vice  president  of  strategic 
planning.  He’s  the  first  person  in  his 
company  to  hold  the  title. 

He  is  also  among  three  CIOs  in  the 
past  year  to  move  into  the  role  of  chief 
strategist.  First  was  Marv  Adams, 

Ford's  senior  vice  president  and  CIO 
who  was  given  the  added  role  of  strat¬ 
egy  chief  last  May.  Then  in  January, 


Bed  Bath  &  Beyond  CIO  Richard 
McMahon  was  appointed  his  com¬ 
pany’s  chief  strategy  officer  and  vice 
president  of  corporate  operations. 

Poppell,  who  remains  UniGroup’s 
CIO,  says  he  didn’t  explicitly  prepare 
himself  for  his  new  role.  However,  he 
believes  that  his  creation  of  an  IT  strat¬ 
egy  and  successful  execution  of  his 
company's  first  major  IT  project  in 
years  demonstrated  to  his  boss  the 
ability  “to  create  an  end-state  picture, 
put  all  the  tactical  pieces  in  place,  and 
drive  all  the  initiatives  to  successfully 
get  to  that  end-state  picture.” 

When  he's  not  tied  up  with  his  CIO 
responsibilities,  Poppell  works  closely 
with  the  CEO  and  board  of  directors  to 
develop  the  company’s  long-term 
business  plans.  He  also  guides  the 
business  unit  heads  through  scenario 
planning  exercises  to  help  them  envi¬ 


Randall  Poppell,  CIO,  UniGroup 


sion  what  their  businesses  might  look 
like  in  three  years  as  well  as  to  identify 
opportunities  and  threats.  He  says  his 
new  role  forces  him  to  think  more 
broadly  about  the  company,  his  indus¬ 
try  and  macroeconomic  forces. 

As  Poppell  ponders  his  company's 
future,  more  may  very  well  be  in  store 
for  Poppell  at  UniGroup.  When  asked 
if  he  thought  his  promotion  might  be 
part  of  his  company’s  succession  plan¬ 
ning  process,  he  answered,  “The 
thought  has  certainly  crossed  my 
mind."  -Meridith  Levinson 


Read  Meridith  Levinson's  MOVERS  AND  SHAKERS  blog  for  the  latest  moves.  Find  it  at  blogs.cio.com. 
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meet  the  CEO  of 


At  T-Mobiles,  using  real-time  reporting  to  meet  customer  needs  is  an  easy  call. 


fulfilling  high  expectations 


Business  Performance  on  an  entirely  new  scale.  From  incoming  calls 
to  outgoing  packages,  T-Mobile  improves  service  for  its  20  million  subscribers 
with  business  intelligence  provided  by  Business  Objects.  When  everyone  in  your 
company  has  better  information,  you  get  better  results.  And  so  do  your  customers. 


Business  Objects 


AN  EARTHQUAKE  EARLY  WARNING  SYSTEM 


sensors  Researchers  in  Japan,  one  of  the  world’s 
most  earthquake-prone  countries,  have  developed  a  net¬ 
work  that  can  provide  several  seconds’  warning  that 
violent  seismic  shaking  is  about  to  commence. 

The  network,  coordinated  by  the  Japan 
Meteorological  Agency  (JMA),  is  expected 
to  go  into  full  operation  later  this  year.  It 
could  provide  anything  from  a  few 
seconds’  to  a  minute’s  warning  of 
a  major  earthquake— long 
enough  to  bring  trains  to  a 
halt,  cut  off  gas  supplies 
or  stop  factory  production 
lines.  How  much  warning 
people  have  will  depend  on 
how  far  they  are  from  the  earth¬ 
quake;  locations  nearer  the  epicenter, 
which  are  likely  to  be  shaken  the  most, 
will  get  the  least  warning.  But  researchers 
agree  that  any  warning  is  better  than  none. 

Earthquakes  generate  two  main  types  of  waves, 
called  primary  waves  (P-waves)  and  secondary  waves 
(S-waves).  The  P-waves  travel  at  about  twice  the  speed  of 
the  S-waves  and  are  typically  weaker.  But  by  quickly  detect¬ 
ing,  measuring  and  analyzing  the  P-waves  using  a  network  of 
sensors,  researchers  can  estimate  the  earthquake’s  source  and 


strength.  This  data  can  help  researchers  predict  when  the 
potentially  destructive  S-waves  will  be  felt  and  how 
strong  they  will  be.  The  data  can  then  be  used  to 
deliver  electronic  warnings  to  offices,  factories 
or  people’s  homes. 

The  JMA  maintains  a  network  of  about 
200  earthquake  monitoring  stations 
across  Japan  that  collect  the  sensor 
data.  Several  companies  have 
developed  systems  for  homes 
and  offices  that  use  the 
JMA’s  data  to  generate 
warnings  and  distribute 
them  via  the  Internet. 

One  of  the  simplest  comes 
from  Tecs,  which  developed  soft¬ 
ware  that  can  be  installed  inside 
some  Canon  photocopiers.  The  software 
uses  the  copier’s  network  connection  to 
maintain  an  Internet  link  with  a  server  con¬ 
taining  data  from  the  JMA.  When  an  earthquake 
is  about  to  occur,  the  software  can  sound  an  alarm 
and  also  flash  warnings  on  PCs  connected  to  the  office 
network,  so  long  as  they  have  a  companion  software  appli¬ 
cation  installed,  says  Shouji  Nihei,  a  Tecs  employee. 

-Martyn  Williams 
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Baby  Steps  for 
IRS  Upgrades 


government  Astax day 
approaches,  IRS  CIO  Todd  Grams  says 
returns  are  beginning  to  come  in  on  the 
agency’s  investments  in  an  $8  billion 
modern  IT  infrastructure. 

So  far,  the  gains  are  small,  Grams 
acknowledges.  For  example,  the 
IRS  will  process  only  4  million 
out  of  more  than  200  million 
individual  returns  through 
its  Customer  Account  Data 
Engine  (CADE),  a  central  database  of  tax 
information  that  will  eventually  replace  the 
1960s-era  master  file  of  taxpayer  records. 
Then  again,  says  Grams,  it’s  the  pursuit  of 
small  victories  that  has  enabled  the  agency 


to  begin  turning  around  its  troubled  mod¬ 
ernization  program.  "We  cut  back  to  where 
we  could  manage  projects  in  more  bite- 
size  pieces,”  Grams  says. 

Grams  asked  for  and  received  a  37  per¬ 
cent  cut  in  the  budget  for  new  systems 
last  year.  He  put  on  hold  an  internal 
accounting  system  because  it  had  less 
impact  on  the  efficiency  and  accuracy  of 
the  agency’s  work  than  other  projects. 
(For  a  humorous  take  on  IRS  IT,  see  “End¬ 
lines,”  Page  76.) 

Instead,  the  agency  focused  on  making 
improvements  to  CADE,  as  well  as  an  elec¬ 
tronic  filing  program  for  corporate  tax 
returns.  In  2005,  CADE  processed  only  the 
simplest  returns:  1.4  million  1040EZ  forms 
that  were  filed  electronically.  This  year,  the 
agency  is  also  accepting  the  more  popular 
1040  and  1040A  forms  from  taxpayers 


with  no  dependents  and  no  schedules  of 
deductions  or  investment  income. 

The  agency  applied  the  same  baby-step 
approach  to  electronic  filing  of  corporate 
tax  returns,  mandating  it  this  year  for 
about  11,000  companies  with  assets  of 
$50  million  or  more  as  well  as  about  1,000 
tax-exempt  organizations  with  assets  of 
$100  million  or  more.  Electronic  filing 
makes  it  easier  to  process  returns,  to  track 
irregularities  and  to  conduct  audits,  which 
now  take  five  years  to  complete. 

So  far,  Grams'  approach  is  getting 
mixed  reviews.  The  Government  Account¬ 
ability  Office  agrees  the  IRS  is  making 
progress  but  notes  that  the  most  risky 
elements  of  the  modernization  effort- 
deployment  of  systems  for  processing  the 
majority  of  tax  returns— remains  to  be 
completed.  -Allan  Holmes 
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MOBILE 
TECHNOLOGY 


The  remarkable  Motion  LEI  600  Tablet  PC  with  Intel®  Centrino®  Mobile  Technology  and 
integrated  high-speed  wireless  delivers  exceptional  mobile  performance  and 
productivity.  Experience  the  versatility  and  mobility  of  the  Motion  LE1600 
pre-installed  with  Microsoft®  Windows®  XP  Tablet  PC  Edition  2005. 

It's  pure  innovation  right  in  your  hands. 


lotion  recommends 
licrosoft®  Windows®  XP  Tablet  PC  Edition. 


Experience  advanced  design  features  that  let  you  move  and  work  freely  -  like 
Motion’s  1 2.1”  View  Anywhere®  display  for  crisp,  wide-angle  viewing,  both 
indoors  and  out.  Record  audio  notes  with  Speak  Anywhere®  technology 
that  intelligently  cancels  out  unwanted  noise  and  distractions,  even 
in  loud  locations.  Go  ahead  and  push  mobile  computing  to  the 
mit  -  the  slim  Extended  Battery  keeps  you  productive 

for  up  to  a  full  day. 


The  LE1600  Tablet  PC  offers  a  true  breakthrough  in  optimizing  mobility, 
battery  life  and  flexibility.  Today's  business  world  moves  fast. 
Count  on  Motion  for  smart  mobile  computing  products 

that  keep  you  ahead  of  the  game. 
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climb 


In  the  U.S.  and  Canada,  contact  your 

Motion  Solution  Provider, 
call  1.866.MTABLET  or 
visit  www.motioncomputing.com 


Computing,  Inc.  All  rights  reserved.  All  product  information  is  subject  to  change  without  notice.  Motion  Computing,  Speak  Anywhere  and  View  Anywhere  are  registered  trademarks  and 
is  a  trademark  of  Motion  Computing,  Inc.  in  the  United  States  and/or  other  countries.  Microsoft  Windows,  Windows  XP  and  Windows  XP  Tablet  PC  Edition  are  either  registered  trademarks  or 
of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  Intel,  Intel  logo,  Intel  Inside,  Intel  Inside  logo,  Intel  Centrino  and  the  Intel  Centrino  logo  are  trademarks  or  registered 
of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  All  other  trademarks  and  registered  trademarks  are  property  of  their  respective  owners. 


Motion's  LEI 600  12. 1"  display 
and  Intel  Centrino  Mobile 
Technology  gives  you  exceptional 
mobile  performance  and  productivity. 


Try  it  free  for  30  days.*  If  your  job 
gets  too  boring,  give  it  back. 

With  total-flow  inspection  at 

multi-Gigabit  speeds  for  complete 
network  protection,  it's  obviously 
the  best  security  solution  on  the 
market.  But  if  you  still  have  doubts, 
try  it  for  30  days.  Be  forewarned, 
though.  Once  you  do,  you  won  t  want 
to  give  it  back.  For  your  free  trial, 
call  1*3B8«TRUE  IPS  or  go  to  the  -  - 


*  Open  to  qualified  applicants.  Subject  to  credit  check  and  acceptance  of  evaluation  agreement.  Other  restrictions  may  apply.  3Com  reserves  the  right  to  end  the  evaluation  program  at  any  time. 
Copyright  ©  2006  3Com  Corporation.  All  rights  reserved.  3Com  and  the  3Com  logo  are  registered  trademarks  of  3Com  Corporation.  TippingPoint  is  a  trademark  of  3Com  Corporation. 

All  other  company  and  product  names  may  be  trademarks  of  their  respective  companies. 
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Tagging  tools  let 
users  describe 
the  world  in  their 
own  terms  as 
taxonomies 
become 
“folksonomies" 


The  Name  Game 

BY  MICHAEL  FITZGERALD 

SEARCH  |  Tagging  offers  a  potentially  powerful  way  for  a  company  to  organize  infor¬ 
mation  by  making  fresh  content  immediately  searchable,  letting  users  designate  terms  that 
make  sense  to  them  and  providing  users  with  a  sense  of  ownership.  This  ability  for  tags 
to  provide  so  much  content-describing  power  for  ordinary  folks  has  given  rise  to  the 
term  “folksonomy,”  as  opposed  to  the  more  restrictive  sounding  “taxonomy.” 

But  like  taxonomies,  tags  are  all  about  finding  data.  “It’s  another  tool  in  the  toolbox”  for 
CIOs,  says  information  architect  Louis  Rosenfeld.  Rosenfeld  notes  that  companies  typi¬ 
cally  organize  meta-data  around  attributes  and  values.  Taxonomies  often  handle  attrib¬ 
utes  well;  a  corporate  library,  for  instance,  can  be  organized  quite  well  around  book  titles 
and  authors.  But  if  you  want  to  search  on  a  value— a  book’s  topic,  say— things  get  harder. 
Searching  through  nontext,  such  as  video,  can  also  be  a  challenge. 

Given  their  information  density,  Rosenfeld  thinks  intranets  will  be  a  prime  testing 
ground  for  tagging  at  the  corporate  level.  One  company  that  has  seen  encouraging  residts 
using  tags  is  IBM.  “Tagging  makes  it  easier  for  you  to  go  back  and  find  something,”  says 
Maria  Arbusto,  IBM’s  director  for  user  experience  who  is  responsible  for  how  IBM  pres¬ 
ents  its  internal  information,  websites  and  applications  to  employees. 
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Arbusto  says  IBM  is  “still  in  the  early 
days”  of  using  the  terms  employees  provide 
to  improve  discoverability.  She  says  it  has 
worked  well  in  a  pilot  involving  ThinkPlace, 
the  intranet  application  IBM  uses  as  an  inter¬ 
nal  suggestion  box  for  ideas  the  company 
should  consider  commercializing  or  devel¬ 
oping  and  deploying  to  employees.  In  the 
system,  employees  can  comment  on  the  ideas 
and  rate  whether  they  should  be  pursued. 

ThinkPlace  originally  classified  ideas 
using  terms  from  IBM’s  official  taxonomies 
for  content  such  as  industry  and  products. 
But  “we  observed  the  users  and  saw  that  the 
terms  they  used  didn’t  always  match”  the 
formal  taxonomy,  she  says.  So  IBM  created  a 
way  for  users  to  enter  keywords,  or  tags,  that 
would  be  appended  to  the  suggested  terms 
from  the  formal  taxonomy  and  thereby 
improve  their  ability  to  find  relevant  ideas. 
The  results  have  been  promising,  says 
Arbusto.  “You  can  see  what  your  colleagues 


technology”— simple  to  understand  and 
use,  says  Andrew  Jaquith,  a  Yankee  Group 
analyst.  No  taxonomy  can  come  up  with 
every  term  employees  might  have  for  some¬ 
thing.  But  with  tagging,  users  gain  the  flex¬ 
ibility  to  work  outside  the  taxonomy. 

Thomas  Vander  Wal,  who  coined  the 
term  folksonomy  and  is  founder  and  senior 
consultant  for  InfoCloud  Solutions,  says  he 
thinks  that  in  the  next  couple  of  years,  com¬ 
panies  will  adopt  tagging  widely.  “Having  a 
folksonomy  means  you  can  use  people  to  fill 
in  the  gaps  in  a  taxonomy  and  track  emer¬ 
gent  vocabularies,”  he  notes. 

Tagging  for  Dollars 

Such  flexibility  is  what  is  likely  to  make  tag¬ 
ging  useful  to  companies,  says  David  Wein¬ 
berger,  a  research  fellow  at  Harvard  Law 
School’s  Berkman  Center  for  Internet  &  Soci¬ 
ety.  “It’s  so  easy,  so  cheap,  and  the  benefits  are 
immediate,”  he  says. 


No  taxonomy  can  come  up  with 
every  term  employees  might  have 
I  for  something.  Bui  with  tagging, 
users  gain  the  flexibility  to  work 
outside  the  taxonomy. 


are  interested  in,”  she  says.  “From  a  collabo¬ 
ration  and  knowledge-sharing  perspective, 
that’s  what’s  neat  about  folksonomies.” 

Tags  are  synonymous  with  the  key¬ 
words  familiar  to  anyone  who  has  done  a 
search  either  on  the  Internet  or  in  a  corpo¬ 
rate  content  management  system.  Indeed, 
many  current  applications  come  with  tag¬ 
ging  tools  that  let  users  append  descriptive 
terms  to  their  documents.  (The  upcoming 
Microsoft  Vista  operating  system  will  even 
include  tagging  as  a  part  of  its  file  system.) 
Another  valuable  element  of  tagging  is  that 
it  works  with  any  kind  of  file,  including 
video  or  audio.  Users  can  simply  add 
descriptive  terms  such  as  “exterior,”  “build¬ 
ing,”  “blue,”  “quiet”  and  so  on.  This  flexi¬ 
bility  makes  tagging  “a  very  pragmatic 


Tagging  is  already  spreading  quickly 
through  the  Web.  The  initial  ideas  are 
fairly  old— the  Bitzi  online  tagging  tool 
( www.bitzi.com )  has  been  around  since  the 
year  2000— but  tagging  as  a  phenomenon 
didn’t  start  until  mid-2004,  with  the  rise 
of  sites  such  as  Flickr,  where  users  upload 
and  tag  photographs,  and  Del.icio.us,  where 
people  tag  webpages.  (Both  Del.icio.us  and 
Flickr  were  acquired  by  Yahoo  in  2005.) 
Such  sites  have  already  shown  that  tags  can 
be  effective  even  if  only  small  percentages 
of  users  adopt  them.  In  fact,  Caterina  Fake, 
cofounder  of  Flickr  and  now  director  of 
technology  development  at  Yahoo,  says  that 
a  typical  group  probably  needs  fewer  than 
15  percent  of  its  members  tagging  some¬ 
thing  for  the  tags  to  be  useful  in  helping  all 


Artistic  Tagging 

Outside  corporate  intranets,  tagging  can 
be  used  to  let  consumers  define  the  things 
they  see.  A  prime  example  is  the  Art 
Museum  Community  Cataloging  Project 
( www.steve.museum ),  an  effort  by  eight  art 
museums  (including  the  Guggenheim,  the 
Minneapolis  Institute  of  Arts,  the  San  Fran¬ 
cisco  Museum  of  Modern  Art  and  the  Metro¬ 
politan  Museum  of  Art)  to  identify  ways  in 
which  tags  could  be  used  to  help  their  visi¬ 
tors  find  pieces. 

"There  is  no  way  that  you  would  or  could 
have  museum  professionals— academics, 
art  historians— sit  down  and  look  at  every 
work  of  art  and  come  up  with  every  way  you 
could  possibly  describe  [them],’’  says  Len 
Steinbach,  CIO  at  the  Cleveland  Museum  of 
Art,  which  is  also  involved  in  the  project. 
Steinbach  says  the  issue  compounds  when 
museum  visitors  come  looking  for  some¬ 
thing  they  remember  seeing  before.  While 
the  visitor  might  remember  a  painting 
because  of  an  element  within  it  (a  brick 
building,  for  example),  that  same  detail 
might  be  unremarkable  to  an  expert. 

Steinbach  says  his  museum  hopes  the 
tags  will  make  its  collections  more  useful  to 
teachers.  “Wouldn't  it  be  neat  if  teachers  of 
science  could  find  all  the  drawings  and 
paintings  that  had  the  moon  in  it?"  he  says. 

-M.F. 

members  find  things,  and  that  number 
could  be  as  low  as  1  percent  or  2  percent, 
depending  on  the  size  of  the  group. 

Mis-Tagged 

Despite  the  amount  of  hype  surrounding 
tagging,  it  pays  to  remember  that  it  is  still  in 
its  very  early  stages.  “We’re  in  the  voyeurism 
phase  here,”  says  Greg  Blonder,  a  venture 
capitalist  at  Morgenthaler  Ventures.  And 
he  doesn’t  believe  all  the  early  tagging  lead¬ 
ers  will  stick  around  (he  tags  things  like 
Flickr  and  Del.icio.us  as  “fads”). 

But  Blonder  does  think  tagging  is  useful. 
Morgenthaler  has  even  invested  in  a  com- 
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jpany  called  Digital  Railroad,  which  takes 
advantage  of  already-defined  tags  used  in 
commercial  photography  to  help  photog¬ 
raphers  sell  their  images. 

Tagging  is  also  young  enough  that  seri¬ 
ous  disagreements  still  exist  within  the  tag¬ 
ging  community  about  something  so  basic 
as  how  to  use  it.  For  instance,  should  muse¬ 
ums  let  people  tag  a  painting  “beagle”  if  it  in 
fact  depicts  a  dalmatian? 

On  a  more  practical  level,  “Tags  really 
don’t  fit  well  with  the  way  corporations  tend 
to  organize  information,”  notes  Jaquith. 
“Organizations  like  file  folders,  nested  hier¬ 
archies  and  those  ways  of  classifying 
things.”  But,  he  says,  few  companies  do  a 
good  job  of  organizing  information  in  this 
way,  and  some  may  find  tags  offer  a  more 
commonsense  approach. 

Can  You  Tag  Your  Enterprise? 

No  one  sees  companies  abandoning  work- 
flow  tools,  however,  in  favor  of  tagging 
alone.  For  one  thing,  most  current  tagging 
tools  are  not  available  commercially— 
though  there  is  interest.  Chris  Fralic,  vice 
jpresident  of  business  development  at 
Del.icio.us,  says  that  a  number  of  compa¬ 
nies  had  contacted  the  company  before  it 
was  purchased  by  Yahoo,  looking  for  a  cor¬ 
porate  version  of  its  tagging  tools. 


ideas  from  research.  Dogear  was  opened  for 
use  across  IBM  in  November,  and  a  mere 
1,235  of  IBM’s  329,000  employees  have 
logged  in  to  the  tool  more  than  once. 

But  Feinberg  and  his  manager,  David 
Millen,  an  IBM  Research  scientist,  have 
already  refined  Dogear,  giving  it  privacy 
designations  (for  instance,  for  those  book¬ 
marks  people  want  to  keep  to  themselves). 
And  they’ve  added  Really  Simple  Syndica¬ 
tion  to  let  people  know  when  content  has 
been  “dogeared.”  What  the  company  doesn’t 
know  is  how  many  users  you  need  to  make 
Dogear  worthwhile.  That  will  become 
clearer  in  2006,  says  Millen,  as  several  IBM 
customers  are  expected  to  try  Dogear. 

No  matter  the  company’s  size,  there  will 
be  management  issues.  Yahoo’s  Fake  says 
the  tendency  within  a  company  is  to  think 
that  social  software  is  driven  by  users  and 
thus  self-managing,  but  this  is  often  not  the 
case.  “Somebody  needs  to  take  responsi¬ 
bility  for  [the  systems],  and  that’s  some¬ 
thing  companies  don’t  understand,”  Fake 
says.  “They  need  a  community  manager.” 

Fake  says  all  sorts  of  companies  will  find 
that  tagging  helps  them  define  their  actual 
culture.  She  talks  about  the  value  of  the 
“cool  lamp”  test— if  you  type  “cool  lamp” 
into  Google,  the  first  thing  that  comes  up  is 
a  lava  lamp,  which  to  her  is  decidedly 


users  on 
tag-based 
ehoto  site 
-lickr  have 
risen  from 

1.7M  in 

2004 

to  overZIVI 
in  December 
2005. 


SOURCE:  Nielsen/NetRatings 


research  and  others  in  sales  might  have  very 
different  opinions  about,  say,  what  kinds  of 
“product  details”  are  interesting,  with  one 
group  concerned  more  about  material  lists 
and  manufacturing  constraints  and  the 
other  interested  in  profit  margins  and  sales 


Serious  disagreements  still  exist  within  the  tagging 
community  about  something  so  basic  as  howto  use  it. 


Yahoo  offers  Del.icio.us  and  Flickr  and 
ihas  some  beta  offerings  in  the  works,  and 
Del.icio.us  has  inspired  other  things  that 
might  help  CIOs.  For  instance,  Jonathan 
Feinberg,  an  advisory  software  engineer  at 
IBM,  saw  Del.icio.us  and  decided  he  wanted 
a  version  for  the  host  of  bookmarks  he  has 
on  IBM’s  intranet,  so  he  built  a  program  he 
calls  Dogear. 

It  functioned  so  well  that  IBM’s  CIO  Bob 
Greenberg  designated  Dogear  as  part  of  the 
company’s  Technology  Adoption  Program, 
which  IBM  uses  to  help  it  leverage  good 
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uncool.  But  in  a  group  she’s  involved  with 
on  the  tag-driven  site  Yahoo  My  Web,  typing 
in  “cool  lamp”  generated  results  that  she 
thought  were  very  cool  indeed.  Similar 
technology  could  prove  very  valuable  in 
corporations,  for  instance,  where  people  in 


Keep  Up  Online 


Technology  Editor  Christopher  Lindquist 
scours  the  best  of  what’s  on  the  Web  when 
it  comes  to  emerging  technology.  Read  his 
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incentives.  Companies  could  also  test  prod¬ 
uct  concepts  by  letting  users  tag  them  and 
see  what  terms  they  use. 

Whether  tagging  is  a  poor  man’s  data¬ 
base  search  tool,  a  quick-and-dirty  search 
tool  on  an  intranet  or  an  inherent,  ground¬ 
up  part  of  corporate  collaboration  doesn’t 
really  matter.  What  does  matter  is  that  users 
do  most  of  the  work,  and  both  they  and  their 
corporations  get  the  benefit.  BE] 


Michael  Fitzgerald  ( mike@mffitzgerald.com )  is  a 
freelance  writer  based  in  Massachusetts. 
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Data.  It's  his  most  vital  asset.  Just  ask  him 


Instant  accurate  information  is  what  he  needs  to  make  the  best  decisions 
possible.  Motorola's  Wireless  Mobile  Data  Solutions  can  provide  streaming 
video  at  vehicle  speeds  of  up  to  200  miles  per  hour.  For  over  30  years, 
government  agencies  have  first  turned  to  Motorola  for  leading-edge 
wireless  data  technology  to  help  keep  everyone  safe. 


Learn  more  at  www.motorola.com/datasolutions  where  you  can 
subscribe  to  the  series  on  Motorola's  Wireless  Mobile  Data  Solutions 


For  government  agencies  everywhere,  Motorola  is  making  it  happen 
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Find  tools  and  guidance  to  defend  your  network  at  microsoft.com/security/IT 


Free  Security  Training:  Help  secure  your  network  with  security 
webcasts  and  in-depth,  online  courses.  Register  now  for  free 
security  management  training,  including  upcoming  Security 
Summits  in  one  of  five  major  cities. 


Antivirus  for  Exchange:  Download  a  free  trial  of  Antigen  for 
Exchange  and  arm  your  e-mail  server  with  powerful  multi-engine 
protection  from  viruses,  worms,  and  inappropriate  content. 


Microsoft  Security  Assessment  Tool:  Complete  this 
free,  online  self-assessment  to  evaluate  your  organization’s 
security  practices  and  identify  areas  for  improvement. 


Free  Tools  and  Updates:  Streamline  patch  management  with, 
automated  tools  like  Windows  Server  Update  Services.  And 


verify  that  your  systems  are  configured  for  maximized  security 
with  Microsoft  Baseline  Security  Analyzer.  .  v  . 


.  ?;ants  reserved 


•  tea  Mates  ar 


Microsoft 


■  -wv,:  :  -  ‘ 

ft*.  *'?■  t". .. 


Martha  Heller  careeh  counsel 


So  You  Want  to  Get  Into 
“the  Business”? 


Some  practical  advice  for  moving  out  of  the  CIO  role 


While  the  dichotomy  between  IT  and  “the  busi¬ 
ness”  should  be  archaic  by  now,  it  is  alive  and 
well  at  the  executive  table.  Despite  this  bias, 
a  growing  number  of  CIOs  are  moving  from 
the  head  IT  spot  into  operations,  marketing  and  other  roles 
that  rank  as  bona  fide  business  leadership.  Here  are  four 
ways  to  cross  the  great  divide. 

1.  Move  into  operations.  More  than  any  other  executive, 
CIOs  know  the  nuts  and  bolts  of  a  company,  which  makes 
operations  the  perfect  pathway  into  the  business.  When  Mike 
Palmer,  now  CIO  and  executive  vice  president  of  supply  chain 
management  at  Allied  Office  Products,  came  to  Allied  in  1998, 
he  was  viewed  as  “strictly  an  IT  guy,  with  my  hands  in  the  net¬ 
work,  the  hardware  and  the  software,”  he  says.  To  shake  off 
that  image,  he  became  “a  good  translator,  taking  the  black 
magic  out  of  IT,”  through  patient  and  open  communication 
with  the  line-of-business  executives.  In  2003,  Palmer  saw 
the  opportunity  to  formalize  this  translator  role.  “Our  com¬ 
pany  had  developed  silos  around  customer  service,  IT,  sales 
and  the  warehouse;  one  team  didn’t  know  what  the  other  was 
doing,”  says  Palmer.  “So  I  came  up  with  the  sell  for  why  all  of 
the  silos  should  report  to  me,  put  it  into  a  PowerPoint  pres¬ 
entation,  got  my  CEO  on  board  and  got  the  job.” 

2.  Take  on  strategic  planning.  Jeff  Chasney  was  hired 
as  a  turnaround  CIO  for  CKE  Restaurants  in  April  2000.  He 
completed  the  job  in  roughly  one  year,  so  his  CEO  handed  him 
a  messy  accounting  department  to  straighten  out.  After  he 
spent  several  months  turning  around  that  department,  his 
CEO  asked  him  what  he  wanted  to  do  next.  “As  CIO  I  have  the 
advantage  of  knowing  how  all  of  the  company’s  pieces  fit 
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together,”  says  Chasney.  “I  am  well-positioned  to  help  plan 
where  this  company  is  going  rather  than  having  to  fix  the 
problems  that  come  from  a  lack  of  planning.”  In  2002,  he 
added  executive  vice  president  of  strategic  planning  to  his 
CIO  title.  He  has  found  it  to  be  an  excellent  match  with  his  CIO 
skills.  “CIOs  are  spatial  thinkers  and  masters  at  design,  analy¬ 
sis  and  getting  the  big  picture,”  says  Chasney.  “Those  are  the 
skills  you  need  in  strategic  planning.” 

3.  Become  a  sales  leader.  In  January  2003,  Tim  Wright 
became  CIO  and  CTO  of  Geac,  a  Canadian  enterprise  software 
company.  From  day  one,  he  had  a  plan:  help  the  company 
improve  sales,  which  would  allow  the  board  of  directors  to  see 
the  CIO  role  as  something  other  than  G&A.  “The  sales  organi¬ 
zation  had  no  way  of  capturing  sales  activity,  so  the  business 
leaders  had  a  hard  time  forecasting;  it  was  a  highly  visible  prob¬ 
lem,”  says  Wright.  “I  told  them  that  I  would  solve  their  pipeline 


"As  CIO,  I  am  well-positioned  to 
help  plan  where  this  company 
is  going  rather  than  having  to 
fix  the  problems  that  come 
from  a  lack  of  planning." 

-JEFF  CHASNEY,  CIO  AND  EXECUTIVE  VP 
OF  STRATEGIC  PLANNING,  CKE  RESTAURANTS 


and  forecasting  challenges.  I  let  them  know  that  I  would  own  the 
problem.”  He  contracted  with  Salesforce.com  for  a  CRM  solu¬ 
tion  and  offered  to  accompany  the  sales  team  when  they  wanted 
an  executive  presence  on  a  call.  “When  the  chief  executive  of  our 
international  operations  left  in  2004, 1  was  the  lead  candidate,” 
says  Wright,  who  in  May  2004  was  promoted  to  chief  executive 
of  Geac’s  Asia-Pacific,  Europe  and  Middle  East  operations, 
while  keeping  his  CTO  title.  “There  were  dissenters  on  the 
board  who  argued  that  I  had  never  had  a  sales  role,  but  the 
CEO  pointed  to  Salesforce.com  and  the  accounts  I  had  helped 
to  close.  In  the  end,  I  won  the  vote.” 

4.  Create  a  new  business  role.  John  Boushy,  chief 
integration  officer  at  Harrah’s  Entertainment,  started  in  IT  at 
the  company,  then  moved  into  marketing,  rising  to  an  execu¬ 
tive  position  before  coming  back  to  IT  as  CIO  in  1995.  He 
named  a  CIO  successor  in  2002  and  took  on  the  role  of  lead¬ 
ing  Harrah’s  acquisition  of  Caesars  Entertainment.  So  what 
advice  can  Boushy  offer  from  his  experience  on  both  sides  of 
the  IT-business  divide?  “Draw  a  Venn  diagram  with  IT  in 
one  circle  and  your  company’s  most  critical  business  function 
in  the  other,”  he  says.  “Look  at  the  overlap  and  consider  what 
role  you  can  play.”  If  the  role  doesn’t  exist,  then  create  it.  Find 
a  sponsor  who  now  sees  you  in  that  business  role,  create  a  new 
position  and  raise  your  hand  to  fill  it. 


The  Last  Word 

Martha  Heller  responds  to  reader  comments 

Thanks  toall  who  posted  responses  to  the  online  version  of 
this  column.  Several  readers  questioned  the  basic  premise 
of  the  article:  Why  is  moving  out  of  IT  and  into  “the  busi¬ 
ness”  a  good  thing?  Here  is  a  sampling  of  the  comments: 

“My  perspective  is  that  we  are  all  businesspeople:  we 
just  bring  different  skills  to  the  table,"  wrote  Brent 
Stahlheber,  executive  VP  and  CIO  of  The  Auto  Club 
Group  (AAA).  "Stating  what  we  can  do  to  move  from  our 
technology  position  assumes  that  we  do  not  have  a  criti¬ 
cal  role  in  leading  business  change.”  Or  as  Arun  Gupta, 
an  IT  exec  at  Pfizer  India,  commented,  “Do  we  have  sto¬ 
ries  of  other  functions  aspiring  to  the  CIO  shoes?  Are  we 
negating  the  value  the  CIO  brings  to  the  organization?" 

Soon  after  I  read  these  comments,  I  was  talking  with 
Tom  McLain,  VP  of  IT  for  Old  Mutual  Asset  Management  in 
Boston.  He  has  recently  added  operations  to  his  purview. 

I  asked  him  why.  “Operations  gives  me  a  different  perspec¬ 
tive  of  the  organization,”  McLain  says.  “I  learn  new  skills 
and  I  get  to  diversify  my  responsibilities  from  the  tactical 
intensity  of  leading  IT.” 

New  skills  and  less  stress.  These  sound  like  solid  rea¬ 
sons  to  make  a  move.  But  I  suspect  there  is  another  factor 
driving  CIOs  out  of  IT :  Moving  into  the  business  validates 
your  existence  as  a  businessperson  delivering  real  value 
to  your  company.  So  what  will  it  take  to  raise  IT  out  of  its 
second-class  status? 

Emmanuel  Ramos,  a  former  CIO,  says  that  as  long  as 
the  phrase  “IT  and  the  business”  exists  in  corporate  parl¬ 
ance,  the  dichotomy  and  hierarchy  will  persist.  So  he  has 
focused  on  rebranding.  “We  need  to  start  thinking  of  our¬ 
selves  as  businesspeople  who  happen  to  deal  with  a  tech¬ 
nology  function  rather  than  the  other  way  around,"  he 
wrote.  “In  my  previous  CIO  posts,  I  have  strived  to  brand 
the  technology  group  as  the  ‘Business  Technology’  group 
rather  than  IT  in  order  to  educate  my  peers  about  [our 
role]  in  the  business." 

Try  a  little  branding  experiment  of  your  own.  Identify 
some  linguistic  instances  that  distance  IT  from  the  busi¬ 
ness  and  jettison  them  from  the  language  of  your  com¬ 
pany.  Re-title  a  technical  position  or  two,  rebrand  an  IT 
project,  rename  your  IT  organization.  Deploy  the 
changes  into  corporate-speak  and  see  how  they  influ¬ 
ence  the  perception  of  IT's  business  function.  HE 
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I  Robert  Charette  keynote 


What  Happened  to 
Do  No  Harm? 


The  Bush  Administration’s  ambitious  effort  to  connect  millions  of  electronic  health 
records  via  a  national  network  poses  major  risks 


The  Bush  administration  has  embarked  on  an  ambi¬ 
tious  national  health-care  initiative  to  improve 
the  quality  of  medical  care  and  stem  its  rising 
costs,  which  just  in  the  last  decade  have  risen  to  an 
estimated  15  percent  of  the  gross  domestic  product  (GDP),  or 
about  $1.6  trillion.  The  centerpiece  of  this  initiative  is  a 
national  health  information  network  (NHIN)  connecting  mil¬ 
lions  of  electronic  health  records  (EHRs)  for  patients.  Advo¬ 
cates  of  EHRs  claim  that  the  use  of  such  records  could  shrink 
U.S.  medical  costs  by  hundreds  of  billions  of  dollars  annually, 
reduce  the  estimated  100,000  lives  lost  through  medical 
errors  and  improve  the  general  quality  of  patient  care.  Toward 
that  end,  President  Bush  has  set  up  an  Office  of  the  National 
Coordinator  for  Health  Information  Technology  inside  the 
Department  of  Health  and  Human  Services. 

I  find  the  argument  for  EHRs  very  compelling,  both  from 
a  personal  perspective  (as  a  person  who  has  endured  sur¬ 
gery  several  times)  as  well  as  a  professional  one  (as  a  sys¬ 
tems  engineer  who  has  worked  on  large-scale  software 
systems  in  commercial  and  government  sectors).  But  in  this 
particular  case,  my  risk  alarm  bells  are  ringing  loudly. 

Why?  Take,  for  example,  the  often  intemperate  language 
being  used  to  sell  the  national  health  information  network. 
“Paper  [medical]  records  are  an  utterly  irrational  national 
security  risk,”  and  are  financially  and  morally  wrong  for 
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_THE  INVASION 

_DAY  11:  These  commoditized  clones  have  taken  over. 
Haven’t  been  outside  in  days.  Living  off  instant 
coffee  and  a  tin  of  breath  mints. 

_DAY  12:  They’re  breeding.  Multiplying.  Multiple 
apps.  Multiple  databases.  They  must  have  a  queen. 

_Help. . . me . . . . 
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Robert  Charette  keynote 


America,  says  Newt  Gingrich,  who  has  teamed  with  Senator 
Hillary  Clinton  and  others  to  push  for  EHRs.  Other  EHR  advo¬ 
cates  imply  that  doctors  who  don’t  embrace  it  are  harming 
their  patients.  I  know  that  to  get  something  moving  in  politics, 
over-the-top  language  is  sometimes  necessary,  but  it  doesn’t 
help  to  imply  that  anyone  questioning  the  value  of  EHRs  is 
immoral  or  indifferent  to  national  security  or  their  patients. 
Further,  some  government  health  officials  are  saying  that 
everyone  should  “get”  with  the  NHIN  program  or  expect  one 


difference  between  Flomax  or  Volmax? 

The  need  for  maintaining  privacy  is  another  requirement  of 
the  medical  network  that  everyone  agrees  must  be  built  in 
from  the  start.  However,  even  the  Department  of  Defense  has 
a  hard  time  keeping  its  networks  safe  from  hacking.  Even 
Guidance  Software,  a  leading  company  that  sells  forensic  soft¬ 
ware  to  detect  hackers,  recently  got  hacked.  Given  that  80  per¬ 
cent  of  U.S.  doctors  are  in  practices  of  eight  or  fewer  physicians, 
can  we  expect  them  to  install  and  keep  updated  all  the  security 


Given  that  80%  of  U.S.  doctors  are  in  practices 
of  eight  or  fewer  physicians,  can  we  expect  them  to 
install  and  keep  updated  all  the  security  controls 
required  to  keep  electronic  health  records  private? 


to  be  imposed.  In  my  experience,  resorting  to  not-so-veiled 
threats  automatically  makes  me  question  the  feasibility  of  the 
underlying  business  case. 

Advocates  of  EHRs  list  a  myriad  of  “challenges”  to  creating 
a  national  health  record  network— interoperability,  privacy, 
security  and  making  the  business  case  for  a  decent  return  on 
investment  to  small  physician  practices  that  will  have  to  invest 
in  such  records  to  achieve  their  promise.  (For  more  on  this,  read 
“The  Business  Case  for  Paperless  Medicine,”  Page  64.)  Addi¬ 
tionally,  studies  claiming  the  benefits  of  a  national  health  infor¬ 
mation  network  contain  several  assumptions.  One  of  the  most 
significant  is  that  networks  are  composed  of  EHR  systems 
that  are  “well-defined  and  effectively  implemented.”  Yet  EHR 
systems  are  very  complex,  human-centered  IT  systems  that 
must  be  highly  tailored  to  their  operating  environment.  The 
HHS  department  itself  has  acknowledged  that  the  failure  rate 
for  EHR  system  implementations  is  30  percent  to  50  percent. 
Some  health-care  network  providers  claim  it  is  as  high  as  70 
percent.  So,  with  thousands  of  such  systems  yet  to  be  imple¬ 
mented  and  interconnected  into  an  interoperable  whole,  are  the 
benefits  being  touted  realistic? 

Questions  of  Trust 

Everyone  agrees  that  any  system  of  networked  medical 
records  must  be  trustworthy.  The  medical  information  in 
such  a  system  must  be  complete,  free  from  error  and  secure, 
and  the  confidentiality  of  the  material  must  be  maintained.  But 
how  free  from  error  will  the  conversion  of  current  paper- 
based  medical  records  to  an  electronic  format  be?  One  study 
reported  a  10.2  percent  error  rate  in  transcribing  just  2,098 
children’s  vaccine  records  from  paper  to  electronic  records. 
Other  studies  indicate  that  a  2  percent  to  5  percent  tran¬ 
scription  error  rate  is  not  unrealistic.  Who  will  be  responsi¬ 
ble  for  finding  and  fixing  these  types  of  errors?  The  doctor? 
The  patient?  If  someone  makes  a  typo,  who  would  know  the 


controls  required  to  keep  EHRs  private? 

Psychiatrists  especially  are  alarmed  that  their  patients  may 
not  want  their  records  put  into  EHRs  because  of  the  risk  of  dis¬ 
closure.  Unfortunately,  mental  illness  and  even  temporary 
behavioral  ailments  still  carry  a  societal  stigma,  and  can  hin¬ 
der  employment  and  some  types  of  insurance  coverage.  If  psy¬ 
chiatric  patient  records  are  included  in  EHRs,  patients  may 
decide  to  stop  their  treatments.  Other  patients  may  decide  to  opt 
out  as  well  because  of  the  potentially  embarrassing  informa¬ 
tion  being  captured.  Are  we  going  to  end  up  with  a  medical  dig¬ 
ital  divide  as  a  result? 

Even  assuming  a  secure  network,  the  availability  of  EHRs 
may  encourage  not-so-subtle  medical  redlining  by  employers 
and  insurance  companies.  For  instance,  some  insurance  com¬ 
panies  and  employers  are  promising  not  to  use  DNA  results 
in  determining  eligibility  for  their  health  care  or  benefits 
plans.  The  availability  of  cheap,  fast  and  widespread  DNA 
testing  in  less  than  a  decade  makes  such  promises  suspect. 
And  keep  in  mind  that  with  access  to  EHRs  and  data  mining, 
it  is  possible  to  create  a  genetic  profile  of  a  person  without  ever 
resorting  to  DNA. 

Who’s  in  Charge? 

Another  risk  that  gives  me  pause  is  the  number  of  players 
involved  in  creating  the  national  EHR  network.  Not  just  the 
650,000  doctors,  5,800  hospitals,  and  countless  other  health¬ 
care  facilities,  but  all  the  players  who  wish  to  be  involved, 
from  standard  bodies  to  medical  associations  to  EHR  suppli¬ 
ers.  As  of  this  time,  there  are  18  bills  related  to  EHRs  being  con¬ 
templated  in  Congress,  each  with  slightly  (or  greatly)  different 
consequences  for  a  national  system.  It  has  gotten  so  bad  that  the 
HHS  has  had  to  politely  ask  Congress  not  to  be  so  “helpful.” 

New  organizations  are  springing  up  almost  weekly,  each 
wanting  a  say  in  defining  EHR  standards.  Different  groups, 
from  clinical  researchers  to  insurance  companies,  are  lobbying 
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/  have  control,  i  have  a  new  IBM  System  i5r. 


i  control  complexity.  The  one-of-a-kind  System  i5  is  server, 
storage,  software,  database,  and  security,  all  in  one. 

i  control  reliability.  The  System  i5  platform  helps  keep  you  up 
and  running  so  you  can  focus  on  your  business,  not  your  I.  T. 

i  control  flexibility.  This  uniguely  customizable  platform  lets 
you  run  multiple  operating  systems  ( Windows *  Linux ,®  AIX  5L ,™ 
and  i5/0S9)  simultaneously. 

i  control  my  I.T.  destiny.  IBM  Systems  are  a  range  of  innovative 
servers  and  storage  -  like  the  System  i5  -  designed  to  make  your 
infrastructure  and  your  life  simpler. 


IBM.COM/TAKEBACKCONTROL/i5 


•Requires  IXS  or  IXA  to  run  Windows.  Linux,  Microsoft  Windows  and  AIX  5L  operating  systems  must  be  purchased  separately.  IBM,  AIX  5L,  System  i5,  i5/OS,  and  Take  Back  Control  are  trademarks  or 
registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Linux  is  a  trademark  of  Linus  Torvalds  in  the  United  States,  other  countries,  or  both. 
Microsoft  and  Windows  are  trademarks  of  Microsoft  Corporation  in  the  United  States,  other  countries,  or  both.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others, 
i  ©2006  IBM  Corporation.  All  rights  reserved. 


TOYOTA  MOTORSPORT  FOUND  THAT  BUSINESS  SERVICE  MANAGEMENT 
PUT  BOTH  THEIR  I.T.  SOLUTIONS  AND  THEIR  FORMULA  ONE  RACECARS  IN  THE 


POSITION. 


And  it  all  began  with  the  leadership  of  BMC  Software.  From  real-time,  track-side 
data  feeds  to  accelerated  design  processes,  our  BSM  solutions  helpedToyota 
Motorsport  align  IT  systems  with  business  and  racing  objectives. That's  the  power 
of  BSM.  It's  not  just  about  technology.  It's  about  how  technology  can  activate  your 
business.  By  slashing  costs,  ramping  up  revenue  and  mitigating  risk,  BMC  Software 
can  give  you  fast,  predictable  results.  Just  askToyota  Motorsport,  or  the  hundreds 
of  other  companies  who  are  reaping  the  benefits  of  BSM. Then,  take  the  first  step 
toward  activating  your  own  business. The  card  below  is  the  place  to  start. 


Dave  Jenkins 

Business  Service  Management 

Solution  Center 

Call  an  expert  or 

log  on  today  to  put  BSM 

to  work  for  you. 

<bmcsoftware 

2101  CityWest  Blvd 

Houston,  Texas  77042 

800  596  2154 

www.bmc.com/starthere3 

ACTIVATE  BUSINESS  v<  A/nrn 

WITH  THE  POWER  OF  I.T™  %  fJllKoUl IVVdl C 


I  Robert  Charette  keynote 


The  availability  of  EHRs  may  encourage  not-so-subtle 
medical  redlining  by  employers  and  insurance  companies 

that  have  access  to  sensitive  medical  data. 


hard  for  what  they  believe  should  be  included  in  EHRs. 
Requirements  creep  is  bad  in  any  IT  project— what  is  hap¬ 
pening  here  is  requirements  rush.  It  is  not  being  overly  face¬ 
tious  to  suggest  that  President  Bush’s  2014  target  for  EHR 
adoption  may  arrive  before  the  first  proposed  draft  of  EHR 
standards  is  reviewed,  let  alone  agreed  upon,  if  everyone  want¬ 
ing  to  participate  is  involved.  Are  we  heading  towards  a  situ¬ 
ation  where  we  will  end  up  with  everything  we  asked  for  but 
nothing  we  want? 

Similarly,  will  those  who  have  already  invested  in  EHR  sys¬ 
tems,  such  as  Kaiser  Permanente,  which  is  investing  billions 
of  dollars  as  we  speak,  be  willing  to  change  to  meet  a  new  stan¬ 
dard?  Especially  if  the  EHR  standard  requires  major  revisions 
of  their  currently  working  systems? 

Advocates  of  the  national  health  information  network  also 
agree  that  for  it  to  be  effective,  there  will  be  a  need  for  massive 
cultural  changes  in  financial  incentives  for  physicians  and  in 
the  way  they  practice  medicine.  Further,  to  achieve  the  postu¬ 
lated  cost  savings  such  a  network  would  bring,  patients  must 
also  assume  greater  financial  responsibility  for  and  decision 
making  concerning  their  own  health  care.  To  expect  three 
simultaneous  revolutions  in  10  years  seems  a  bit  optimistic. 

So  far,  most  of  the  discussion  about  the  cost  of  the  national 
network— estimated  by  a  2005  RAND  study  to  be  $156  bil¬ 
lion  to  implement  and  another  $48  billion  a  year  to  oper¬ 
ate— has  been  about  what  doctors  and  other  health-care 
providers  will  need  to  invest.  Very  little  has  been  written 
about  the  impact  on  patients,  who  will  ultimately  be  the  ones 
to  foot  the  bill.  Are  you  willing  to  pay  about  $500  ($2000  for 
a  family  of  four)  for  a  network  of  medical  records,  along  with 
another  $150  yearly  maintenance  fee  per  family  member? 
What  about  $750  or  $1000,  if  the  current  cost  estimates  are 
too  low?  Will  fewer  people  be  able  to  afford  to  pay  these 
kinds  of  premiums  for  health  care?  Studies  of  even  small 
increases  in  copayments  in  Medicaid  show  that  they  force  the 
poor  to  go  without  medical  care. 

Needed:  A  Comprehensive  Risk  Assessment 

I  have  only  touched  on  a  very  few  of  the  multitude  of  issues 
involved  in  creating  an  NHIN.  What  disturbs  me  most  is  that 
I  don’t  see  any  comprehensive  risk  management  plan  for  this 
effort,  nor  do  I  see  much  in  the  way  of  a  desire  to  define  one.  As 
anyone  who  has  been  involved  in  large-scale  endeavors,  man¬ 
aging  the  risks  involved  from  a  total  enterprise  perspective  is 
absolutely  vital  to  achieving  success.  If  the  NHIN  is  so  critical 


to  the  nation,  if  it  will  radically  transform  health  care  in  this 
country,  shouldn’t  there  be  at  least  some  systemic  risk  man¬ 
agement  plan  with  the  risks  defined,  prioritized  and  where 
possible,  mitigated? 

Since  new  systems  always  introduce  unexpected  problems, 
such  potentially  perverse  consequences  also  need  to  be  part  of 
such  a  plan.  Studies  have  shown  that  poorly  implemented 
computer  physician  order-entry  systems  actually  can  increase 
medical  errors,  for  example.  What  could  happen  if  a  large 
number  of  poorly  implemented  EHR  systems  get  intercon¬ 
nected? 

Furthermore,  paper  may  kill,  but  so  does  not  washing  your 
hands.  Hospital  infections  are  a  large  problem  because  health¬ 
care  providers  routinely  fail  to  wash  their  hands  in  between 
seeing  patients.  Why  isn’t  there  an  urgent  national  effort  to 
address  this  issue?  Instead  of  waiting  for  an  electronic  net¬ 
work  to  be  built,  resources  need  to  be  directed  at  mitigating  the 
risks  and  problems  that  are  unnecessarily  costing  lives  and 
money  today. 

I  remain  unconvinced  that  the  approach  currently  being 
taken  can  develop  an  effective  national  health  information 
network,  let  alone  one  by  2014.  The  effort  is  an  unprece¬ 
dented  endeavor,  yet  the  office  of  the  National  Coordinator  for 
Health  Information  Technology  is  chronically  underfunded. 
Neither  the  government  commitment  nor  the  rhetoric  about 
its  importance  seem  commensurate  with  the  risks  or  rewards 
involved. 

The  creation  of  this  network  will,  with  little  doubt,  foster  a 
revolution  in  health  care  in  the  United  States.  But  this  revolu¬ 
tion  could  be  especially  messy,  given  the  magnitude  of  the 
changes  it  portends  and  the  new  health-care  covenant  it  prom¬ 
ises  Americans.  An  enterprise  risk  management  plan  would 
add  greatly  to  the  national  dialogue  and  let  everyone  know 
what  is  at  stake.  By  understanding  the  risks  better  and  then 
investing  the  necessary  resources  for  attacking  them  aggres¬ 
sively,  maybe  we  can  truly  gain  lasting  and  fair  health-care  ben¬ 
efits  at  an  acceptable  cost  for  all  Americans.  HE] 


Robert  Charette  is  the  president  of  Itabhi,  a  company  that  specializes 
in  enterprise  risk  management.  He  is  also  the  chair 
of  the  ISO/IEEE  Standard  on  systems  and  software 
engineering  risk  management.  He  can  be  reached 
via  e-mail  at  charette@itabhi.com.  Please  send 
comments  to  Executive  Editor  Alison  Bass  at 
abass@cio.com. 
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Keynote  Sessions  _ 

The  Unique  Leadership 
Challenges  of  the  CIO 
Warren  McFarlan,  Professor 
Emeritus,  Harvard  Business 
School 

CIOs  have  unique 
challenges  balancing  the 
demands  of  the  business 
with  the  capabilities  of 
technology.  The  CIOs  must 
be  both  a  corporate  and 
an  IT  leader.  McFarlan  also 
talks  with  a  CEO  about  the 
criteria  for  measuring  a 
CIO’s  leadership  ability. 


Closing  Address: 
Leadership  &  Ethics- 
Defining  Moments 
Joseph  L.  Badaracco, 

Author  and  Professor  of 
Business  Ethics,  Harvard 
Business  School 

"Defining  moments”  occur 
when  work  choices  and  life 
choices  become  one. 
Badaracco  examines  the 
right-versus-right  conflicts 
that  every  leader  faces  and 
presents  an  unorthodox 
yet  practical  way  for  you 
to  think  about  and  resolve 
them. 


Special  Session  _ 

Dinner  &  Presentation 
of  CIO  Magazine’s  2006 
Ones  To  Watch™  Awards 

Tom  Murphy,  CIO, 
AmerisourceBergen 

Why  you  should  attend: 
Become  a  more 
effective  leader 

Develop  your  IT  staff 

Stay  on  top  of 

technology  trends 
that  show  promise 
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A  growing  number  of  cities  and  towns  want  to  develop  their 
own  public  Wi-Fi  networks.  But  they  face  stiff  opposition  from 
telecom  and  cable  providers.  I 


BY  SUSANNAH  PATTON 


n  November  2004,  Philadelphia  CIO  Dianah  Neff  got  a 
surprise  telephone  call  from  a  city  attorney.  While  watching 
a  government-access  TV  channel  the  night  before,  that  attorney 
saw  that  House  Bill  30,  a  rewrite  of  the  state  telecommunications 
act,  had  a  new  provision  attached  to  it— one  that  could  derail 
Neff’s  plan  to  provide  low-cost  wireless  Internet  access  for  all 

Philly  residents.  Pennsylvania  Gov.  Edward  Rendell  ultimately  signed  the  legislation,  which 
gave  telecom  companies  doing  business  in  the  state  the  right  to  block  any  municipality  from 
offering  a  paid  Wi-Fi  service. 

Neff  fought  the  move.  With  help  from  Philadelphia  Mayor  John  Street,  she  was  able  to 
negotiate  a  waiver  with  Verizon  Communications— the  city’s  dominant  phone  carrier— that 
allowed  Philadelphia  to  move  forward  with  its  municipal  Wi-Fi  plans.  Other  Pennsylva- 
Ts  ia  towns  may  not  be  so  lucky. 

More  than  200  cities  and  towns  across  the  United  States  are  planning,  testing  or 
building  out  municipal  broadband  networks.  Many 
are  using  Wi-Fi  technology  to  build  networks  for  pub¬ 
lic  safety,  government  and  residential  use,  saying  tele¬ 
com  and  cable  providers  aren’t  moving  fast  enough  to 
provide  their  services  at  an  affordable  rate.  But  these  munic¬ 
ipalities  face  some  formidable  opponents.  The  country’s 
largest  telecom  and  cable  providers  argue  that  the  govern¬ 
ment  shouldn’t  provide  services  the  private  sector  already 
offers.  And  even  as  those  providers  say  publicly  that  they 
won’t  work  to  stop  the  projects,  their  representatives  are 
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::  Why  cities  and  towns  are 
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battles  over  Wi-Fi 
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busy  behind  the  scenes  at  the  state  and 
national  level  lobbying  for  legislation  that 
could  prevent  municipal  broadband  and  Wi¬ 
Fi  projects  from  moving  forward. 

Opponents  of  municipal  Wi-Fi  see  such 
projects  as  a  threat  that  could  cut  into  their 
profits.  “It  costs  a  lot  of  money  for  [tele¬ 
com]  companies  to  put  their  networks  in 
place,”  says  Michael  Balhoff,  a  former  tele¬ 
com  equities  analyst  with  Legg  Mason  and 
a  municipal  broadband  critic.  “If  they  have 
to  go  up  against  cities  offering  free  and  sub¬ 
sidized  services,  this  will  undercut  their 
return  on  investment.”  Some  states  have 
passed  legislation  that  limits  or  bans  such 
projects,  and  two  legislators— Rep.  Pete 


sector.  They  say  government  CIOs  should 
take  a  lead  in  offering  Wi-Fi  coverage  in 
order  to  keep  up  with  the  rest  of  the  world’s 
leading  countries  and  boost  economic 
development  in  their  own  states  and  munic¬ 
ipalities.  (The  International  Telecommuni¬ 
cation  Union  announced  this  year  that  the 
United  States  has  fallen  from  13th  place  to 
16th  place  in  broadband  usage  as  of  Decem¬ 
ber  2004.  South  Korea,  Hong  Kong  and  the 
Netherlands  now  lead  the  list.)  In  addition  to 
helping  bridge  the  so-called  digital  divide 
between  wealthier  and  low- income  residents, 
advocates  say  the  service  will  also  boost  eco¬ 
nomic  development  by  attracting  conven¬ 
tions  and  other  business  to  a  community. 
Wi-Fi  can  also  help  communities  upgrade 
aging  public  safety  and  government  com¬ 
munications  infrastructure. 

This  issue  is  of  major  significance  to  any 
government  CIO  who  wants  to  gain  expe¬ 
rience  with  a  quickly  changing  technology 
and  improve  government  services.  And 
those  interested  in  implementing  munic¬ 
ipal  Wi-Fi  should  be  up  to  speed  on  the 
local  and  federal  roadblocks  to  such 
projects.  “If  a  CIO  wants  to  take  Wi-Fi 
to  residents,  they  will  need  a  legal 
strategy,”  says  Neff.  And  while  some 
may  be  reticent  to  battle  with  giant 
phone  and  cable  companies,  an 
increasing  number  of  cities  and 
towns  are  partnering  with  the  pri¬ 
vate  sector  to  move  ahead  with  wire¬ 
less  broadband.  At  this  point,  experts 
say,  waiting  could  be  costly. 

“This  debate  has  been  a  waste  of  every¬ 
one’s  time  and  money,”  says  James  Bailer,  a 
communications  lawyer  at  Bailer  &  Herbst 
Law  Group  in  Washington,  D.C.,  and  a  vocal 
advocate  of  Neff’s  project.  “The  U.S.  has  fallen 
behind  others  in  developing  broadband 
infrastructure.  We  don’t  have  the  luxury  of 
continuing  to  bicker.” 


Call  of  the  Wi-Fi 

In  February  of  2004,  12  of  Philadelphia’s 
top  appointed  officials  met  for  their  annual 
retreat  with  Mayor  John  Street.  For  Neff,  the 
meeting  at  the  Horticultural  Society  in  Fair- 
mount  Park  was  the  perfect  opportunity  to 
bring  up  a  technology  she  had  been  follow- 


Sessions  (R-Texas)  and  Sen.  John  Ensign 
(R-Nev.)— have  introduced  bills  that  would 
hamper  municipal  Wi-Fi  plans.  Some  cities, 
such  as  Lafayette,  La.,  have  been  hit  by  tele¬ 
com  companies  with  expensive  and  time- 
consuming  lawsuits  aimed  at  thwarting 
their  municipal  Wi-Fi  projects. 

The  debate  over  municipal  Wi-Fi  hinges 
on  a  central  question:  Should  broadband 
Internet  access  be  a  public  service  provided 
at  a  regulated  price  like  water  and  electricity, 
or  should  it  be  an  exclusively  private-sector 
offering?  Some  municipal  Wi-Fi  advocates 
point  to  statistics  showing  that  the  United 
States  is  dropping  behind  in  broadband 
usage  because  of  the  slow  pace  of  the  private 
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Wireless 


ing  for  months:  Wi-Fi.  Short  for  “Wireless 
Fidelity,”  Wi-Fi  is  another  name  for  IEEE 
802.11b,  a  trade  term  coined  by  the  Wireless 
Ethernet  Compatibility  Alliance  (WECA). 

“I  told  everyone  there  this  technology 
could  help  the  city  complete  its  goals,”  Neff 
says.  In  Philadelphia,  where  25  percent  to 
30  percent  of  the  population  falls  under  the 
“disadvantaged”  classification,  Mayor  Street 
had  embarked  on  an  ambitious  economic 
development  plan  to  help  poverty-stricken 
neighborhoods  revitalize  themselves.  Neff 
felt  that  a  program  to  provide  computers  and 
to  train  people  to  use  them,  combined  with 
low-cost  broadband  access,  could  play  an 
important  role.  Neff  estimated  at  the  time 
that  Verizon  covered  60  percent  of  the  city’s 
population.  Verizon  countered  that  it  cov¬ 
ered  80  percent  and  now  says  that  more  than 
90  percent  of  their  lines  in  Philadelphia  are 
equipped  for  DSL  service.  Still,  Neff  and  her 
team  surveyed  residents  and  found  that 
those  with  dial-up  service  or  no  Internet  said 


The  Federal 
Picture 

Pending  and  existing  federal 
laws  that  could  affect  municipal 
Wi-Fi  and  broadband 

H.R.  2726  -  Introduced  by  Rep.  Pete 
Sessions  (R-Texas)  on  May  26, 2005. 

The  bill  aims  to  “prohibit  municipal 
governments  from  offering  telecommuni¬ 
cations,  information  or  cable  services 
except  to  remedy  market  failures  by  pri¬ 
vate  enterprise  to  provide  such  services.” 

S.  1504  -  Introduced  on  July  27, 2005, 
by  Sen.  John  Ensign  (R-Nev.).  The  bill, 
which  is  a  rewrite  of  the  broad  Telecom¬ 
munications  Act  of  1996,  includes  a  sec¬ 
tion  that  limits  local  governments'  abilities 
to  deploy  public  broadband  systems. 

S.  1294  -  Introduced  June  23, 2005,  by 
Sens.  John  McCain  (R-Ariz.)  and  Frank 
Lautenberg  (D-N.J.)  “to  amend  the 
Telecommunications  Act  of  1996  to 
preserve  and  protect  the  ability  of  local 
governments  to  provide  broadband 
capability  and  services.” 


DSL  or  cable  broadband  was  too  expensive. 
(Verizon  offers  DSL  for  as  low  as  $14.95,  but 
only  when  it’s  bundled  with  phone  service. 
Faster  services  cost  $29.95  a  month.  (Comcast 
also  offers  higher-cost  services  that  include 
bundled  TV,  cable  access  to  the  Internet  and 
digital  phone  service.) 

In  June  2004,  the  city  set  up  free  Wi-Fi 
access  in  central  Love  Park,  using 
wireless  “mesh”  technology.  Wireless 
mesh  essentially  consists  of  network 
nodes  placed  on  city  streetlights  and 
poles  or  other  access  points  and  allows  wire¬ 
less  connectivity  beyond  a  single  “hot  spot.” 
Before  wireless  mesh  came  along, 
some  kind  of  “backhaul,”  or  Inter¬ 
net  access  fiber,  was  necessary  at 
each  hot  spot,  meaning  Internet 
users  could  get  access  at  the  cof¬ 
fee  shop  or  airline  terminal  but 
not  beyond  a  small  area.  After  residents 
responded  enthusiastically  to  the  pilot,  the 
city  created  a  nonprofit  organization  to  over¬ 
see  its  expansion. 

Philadelphia  now  has  about  seven 
square  miles  covered  with  a  wireless 
“mesh”  network  that  provides  free 
service  during  a  pilot  period.  The  non¬ 
profit  group  “Wireless  Philadelphia”  is 
expected  to  get  final  approval  from  the 
City  Council  this  spring  that  will  allow 
EarthLink  to  use  city-owned  telephone 
poles  to  build  out  the  network.  Neff 
expects  to  blanket  the  city’s  135  square 
miles  with  high-speed  Wi-Fi  service 
by  spring  2007.  Then,  multiple  ISPs 
will  be  able  to  pay  EarthLink  to  use 
the  infrastructure  and  charge  residents 
and  small  businesses  roughly  $20  a 
month  to  use  it.  Originally,  the  city 
planned  to  issue  taxable  bonds  to  pay 
for  the  network.  Then,  after  issuing  an 
RFP  last  April,  EarthLink— looking 
to  expand  its  business  from  dial-up 
service— came  forward  with  an  offer 
to  build  the  roughly  $15  million  net¬ 
work  at  its  own  expense.  Neff  says 
the  city  has  already  invested  roughly 
$750,000  in  negotiating  the  deal. 

Verizon  and  other  telecom  compa¬ 
nies  argue  that  public  initiatives  for 
broadband  are  generally  unnecessary 
because  most  residents  of  larger  cities 
and  towns  have  alternatives  from  the 


Wi-Fi 

America 

Cities  planning  Wi-Fi 
networks,  and  the  state  laws 
aimed  at  thwarting  them 


Portland,  Ore. 

Has  issued  an  RFP  to 
build  a  Wi-Fi  network. 


San  Francisco 

Has  issued  an  RFP 
to  build  a  Wi-Fi  net¬ 
work.  Google  has 
expressed  interest. 


Silicon  Valley 

In  a  joint  venture,  local  officials 
and  business  executives  plan  to 
issue  an  RFP  for  a  regional  Wi-Fi 
network  by  summer  2006. 


O  States  with  anti-public- 
sector  Wi-Fi  legislation 

O  Cities  exploring  Wi-Fi 


private  sector.  “There’s  no  real  argument  that 
broadband  isn’t  available,”  says  Verizon 
spokesman  Eric  Rabe,  who  adds  that  broad¬ 
band  prices  have  been  falling.  “For  a  city  like 
Philadelphia  to  say  this  is  just  nonsense.” 

However,  Neff  feels  strongly  that  “Wire¬ 
less  Philadelphia”  will  help  bridge  the  “dig¬ 
ital  divide”  in  her  city.  Already,  she  adds, 
community  groups  in  the  poorest  neighbor¬ 
hoods  have  started  connecting  to  the  net¬ 
work,  which  now  runs  at  speeds  of  1Mbps, 
slightly  faster  than  DSL.  Small  businesses  in 
the  city  have  expressed  enthusiasm  for  the 
project,  although  midsize  and  large  busi¬ 
nesses  are  not  likely  to  use  the  network 
because  they  often  require  higher  speeds 
and  more  security.  Neff  expects  that  the 
entire  city  will  be  covered  by  summer  2006. 

With  Philadelphia  out  of  the  starting  gate, 
other  cities  and  towns  have  rapidly  been 


5  2 


APRIL  1,  2006  |  www.cio.com 


ADVERTISING  SUPPLEMENT 


The  bottom 
line  on 
business 


value 


From  Deployment  to  Training  and  Support, 

Microsoft  Software  Assurance  Offers  a  Wide 
Range  of  Benefits  for  Your  Business 


executive  summary  With  new  enhancements, 
Microsoft®  Software  Assurance  is  more  than 
just  an  upgrade.  It  offers  a  broad  range  of  tools 
and  resources  to  maximize  the  value  of  Micro¬ 
soft  software  investments.  Read  this  paper  to 
learn  more  about  the  business  value  of  Soft¬ 
ware  Assurance,  and  how  its  enhancements 
benefit  workers  and  managers  throughout 
your  company. 


TO  CRAIG  KAPLAN  of  Wipfli 
LLP,  one  of  the  Midwest’s 
leading  professional  services 
firms,  Software  Assurance  is 
all  about  enhanced  business  value. 

CIO  at  the  Wausau,  Wisconsin- 
based  consulting  and  accounting 
group,  Kaplan  looks  to  Software  As¬ 
surance  not  just  to  simplify  technol¬ 
ogy  migrations  and  enhance  budget 
predictability— but  more  to  maximize 
the  benefits  of  Wipfli’s  Microsoft- 
based  infrastructure,  and  at  the 
same  time  help  realize  the  company’s 
greater  strategic  goals. 

“Software  Assurance  is  the  glue 
that  holds  our  Microsoft  technology 
together,”  Kaplan  says.  Since  taking 
advantage  of  the  program’s  productiv- 
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Software  Assurance  Essentials  for 
Midmarket  Companies 


Here  are  the  key  points  to  bear  in  mind  about  Software  Assurance: 

Software  Assurance  is  not  just  rights  to  new  version  upgrades,  but 
business  benefits  for  an  entire  company 
Information  Work  Solutions  Services  helps  ease  deployment  via: 
INFORMATION  WORK  VALUE  DISCOVERY  WORKSHOP— Map  business  goals 
to  technology  strategies 

information  work  architecture  design  workshop— Integrate  new 
technology  into  existing  infrastructure 

Software  Assurance  helps  alleviate  software  deployment  and 
management,  enabling  IT  departments  to  focus  on  other  mission- 
critical  projects 

Payments  can  be  spread  over  time,  allowing  for  a  more  predictable 
IT  budget 

Empowering  the  information  worker  through  Software  Assurance 
contributes  to  every  business  objective,  from  manufacturing  to  sales 


ity  benefits,  tools  and  training,  Wipfli  has  improved  in- 
house  technology  migrations  and  knowledge  transfers; 
boosted  end-user  effectiveness;  and  saved  an  estimated 
$390,000  in  training  costs. 

“Software  Assurance  saves  us  money  up  front  in 
training  for  IT  staff  and  end-users,  and  then  contin¬ 
ues  to  save  us  money  by  making  us  more  productive,” 
Kaplan  says. 

Now  more  than  ever,  smart  software  investments  are 
critical  to  business  success.  Business  leaders  such  as 
Kaplan  know  they  must  acquire  and  deploy  the  tech¬ 
nologies  that  cost-effectively  drive  productivity. 

And  yet,  it  is  more  than  technology  migrations  and 
managing  your  budget;  it  is  your  people  that  benefit 
most  from  software  through  greater  productivity 
gains,  and  job  satisfaction. 

When  you  make  a  decision  to  acquire  solutions  from 
Microsoft,  you  have  the  choice  of  adding  Microsoft® 
Software  Assurance.  This  comprehensive  maintenance 


program  offers  flexible  access  to  mul¬ 
tiple  benefits  designed  to  support  the 
business  throughout  each  stage  of  the 
software  lifecycle— planning,  deploy¬ 
ment,  use,  maintenance  or  transition. 
Your  company  may  be  eligible  for  the 
latest  technology  and  future  upgrades, 
as  well  as  several  critical  productivity 
benefits  for  IT  professionals  including 
desktop  deployment  planning  as¬ 
sistance,  employee  training  and  24x7 
problem  resolution  support— all  of 
which  add  up  to  greater  business  value 
that  is  appreciated  everywhere  from 
the  executive  suite  to  the  telecommut¬ 
er’s  home  office. 

The  Business  Value  of  Software  Assurance:  Two  Key 
Benefits 

The  pure  business  value  of  Software  Assurance  is  easy 
to  quantify.  With  the  agreement’s  ability  to  spread  pay¬ 
ments  over  time,  business  leaders  can  create  a  more 
predictable  IT  budget  and  take  advantage  of  flexible 
payment  options.  For  example,  you  can  spread  pay¬ 
ments  over  three  years. 

And  with  affordable  access  to  the  latest  software  and 
business  applications,  a  business  or  IT  leader  can  stay 
on  top  of  technology  advancements  without  having  to 
justify  each  software  investment  decision.  The  soft¬ 
ware  upgrade  rights  included  in  Software  Assurance 
empower  one  to  standardize  IT  infrastructure  with  a 
predictable  budget. 

“For  today’s  cost-conscious  IT  teams,  that  value 
comes  from  the  cost  savings  opportunities  that  can  be 
realized  across  the  entire  software  lifecycle— planning, 
deployment,  usage,  maintenance  and  transition,”  says 


THERE  WHEN  YOU  NEED  IT:  24x7  Problem  Resolution  Support 


Because  technical  support  needs 
don't  always  arise  during  standard 
business  hours  -  or  in  traditional 
business  offices  -  Software 
Assurance  offers  enhanced 
24x7  support  so  that  everyone, 
everywhere  can  stay  productive 
around  the  clock. 

24x7  Problem  Resolution 
Support  provides  quick  and 


easy  access— on  the  phone  or 
online— so  that  users  can  resolve 
business-critical  issues  and 
minimize  downtime.  It  is  available 
for  all  products,  including  Office 
applications,  server  products,  and 
operating  systems. 

“You  can  think  of  the  new 
Software  Assurance  Benefit 
program  as  a  direct  connection 


to  Microsoft,"  says  Lori  Newman, 
Marketing  Director  for  Software 
Assurance  at  Microsoft 
Corporation.  "We’re  providing 
peace  of  mind  with  support  when 
you  need  it,  for  all  Microsoft 
supported  products  including 
all  server  editions,  Microsoft 
Windows  and  Microsoft  Office 
applications." 
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Microsoft  Software  Assurance  Lifecycle  Benefits 


The  Software  Assurance  Benefit  program  entitles  companies  to  the  following  key  features  and  benefits, 
tailored  for  each  stage  of  the  software  lifecycle. 


CUSTOMER  NEEDS 

SOFTWARE  ASSURANCE  2006  RESPONDS 

PRODUCT 

ROADMAP 

■  Software  predictability  to  plan  and  budget 

•  Solid  product  roadmap  with  new  products  releasing 
over  the  next  18  months. 

ENHANCED 

SUPPORT 

■  Customers  want  "real  maintenance"  and 
peace  of  mind  with  support  from  Microsoft 
Corporation 

■  24x7  Problem  Resolution  Support 

■  24x7  business-critical  phone  support 

•  Coverage  of  all  server  editions  and  desktop  products 

•  Integration  with  Premier  Support 

•  Unlimited  web  support  for  OLV 

•  Extended  Hotfix  Support 

■  Annual  fees  included  in  SA  and  covers  all  products 

DEPLOYMENT 

SERVICES 

•  Own  upgrade  licenses  that  are 
not  deployed 

•  Manually  deploying  upgrades 
and  patches 

•  Security,  stability  and  support  concerns 
from  old  technology 

•  Desktop  Deployment  Planning  Assistance  for  EA 

and  Select  customers 

•  Information  Work  Solution  Services  for 

Open  Value  customers 

■  Additional  Training  vouchers  for  large  organizations 

PRODUCTIVITY 

SOFTWARE 

•  Lost  productivity  from  issues  with  old 
technology 

■  Windows  Vista  Enterprise  provides  exclusive  features 
including  Virtual  PC  Express 

•  Windows  Fundamentals  for  Legacy  PCs  enables  upgrad¬ 
ing  to  latest  OS  for  better  stability  and  security 

Lori  Newman,  Marketing  Director  for  Software  Assur¬ 
ance  at  Microsoft  Corporation. 

But  Software  Assurance  is  about  much  more  than 
just  upgrades.  It’s  about  tangible  business  benefits  that 
are  felt  throughout  a  company,  including: 

strategic  deployment  The  single  largest  cost 
companies  face  in  managing  their  desktops  is  the 
cost  of  deploying  and  managing  the  desktop  environ¬ 
ment.  Minimizing  this  cost,  as  well  as  the  IT  resources 
required  for  its  deployment,  is  key  to  improving 
operational  performance  and  enhancing 
ROI— key  metrics  that  appeal  to  senior 
business  leaders.  Software  Assurance  ad¬ 
dresses  these  priorities  through  deployment 
planning  assistance. 

In  years  past,  software  agreements  were 
simply  about  licensing.  Disk  in  hand,  IT 
staffers  set  about  the  arduous  task  of  getting 
the  software  installed  and  working.  Now, 

Software  Assurance  benefits  provide  tools 
and  services  to  streamline  deployment. 

Under  the  Information  Work  Services 
Solutions  program,  midsize  businesses  are 
entitled  to  one-to-two  day  collaborative 
workshops  to  help  discover,  prioritize  and 


design  solutions  that  can  have  a  rapid  impact  on  their 
business.  “Our  subject-matter  experts  first  help  the 
customer  evaluate  their  business  issues  and  current 
technology,”  Newman  says.  “Next  they  identify  and 
prioritize  the  Information  Work  solutions  that  will 
best  help  meet  the  goals  of  the  organization,  and  finally 
they  help  design  a  solutions  architecture  that  is  based 
on  the  client’s  IT  infrastructure.”  In  the  one-day  Infor¬ 
mation  Work  Value  Discovery  Workshop,  experienced 
consultants  work  with  business  leaders  within  the 


Software  Assurance  over  the  Software  Lifecycle 

KEY  BENEFITS 

Affordable  access  to  the  latest  technologies 

Strategic  planning  for  immediate  business  value 
Training  courses,  simplified  desktop  management 
24x7  support  online  or  by  phone 
Extended  support  for  legacy  systems 


ADVERTISING  SUPPLEMENT 


company  to  map  business  goals  to  technical  strategies. 
Similarly,  in  the  two-day  Information  Work  Architec¬ 
ture  Design  Workshop,  consultants  engage  technical 
staff  to  determine  how  new  technology  will  integrate 
into  existing  infrastructures. 

The  Desktop  Deployment  Planning  Service  helps 
IT  leaders  execute  a  thorough  desktop  deployment 
project  complete  with  analysis,  business  case  develop¬ 
ment,  process  management  planning  and  technical 
support.  The  service  also  offers: 

•  Expert  assistance  from  Microsoft  partners  who 
specialize  in  deploying  Microsoft  Office  software  and 
Microsoft  Windows®-based  operating  systems. 

•  Personalized  service  from  trained  service  provid¬ 
ers,  including  demos,  lab  set-up,  and  training. 

•  Best  practices  and  tools,  such  as  an  application 
compatibility  toolkit  and  user-state  migration  toolkit. 

“In  the  end,  executives  walk  away  with  a  customized 
plan  and  cost  model,  plus  proven  techniques  to  auto¬ 
mate  desktop  builds,  migrate  user  data  and  streamline 
recurring  processes,”  Newman  says. 

user  training  For  the  average  employee,  conve¬ 
nient,  comprehensive  training  solutions  are  another 
way  that  Software  Assurance  empowers  workers 
throughout  the  business.  By  building  these  valuable 
skills,  companies  lower  their  deployment  and  support 
costs,  as  well  as  improve  employee  productivity. 

For  employees  who  prefer  the  flexibility  of  online 
courses,  Microsoft  E-Learning  offers  on-demand  train¬ 
ing  and  virtual  labs.  For  those  who  prefer  a  traditional 
classroom  environment,  instructor-led  courses  offer 

Maintenance  in  FIVE  SIMPLE  STEPS 


Review  Microsoft's  product  roadmap 

Determine  which  upgrades  are  valuable  and 
opt  to  spread  your  costs 


Choose  Software  Assurance,  up  front,  to 
ensure  you  get  the  most  from  your  investment 
and  maintenance  program 


Identify  the  benefits  that  will  help  improve 
the  capabilities  of  your  IT  professionals  and 
knowledge  workers  which  can  lead  to  more 
success  on  the  job  using  technology 


Activate  and  use  the  benefits  when  you  need 
them  most 


LEGACY  TRANSITION 

For  Business  leaders  looking  to  extend  the  lifetime 
of  legacy  PCs,  Software  Assurance  offers  two 
strong  solutions: 

•  Extended  Hotfix  Support  is  for  older  software 
versions  that  have  transitioned  from  Mainstream  to 
Extended  Support.  Annual  fees  are  now  included  as 
a  Software  Assurance  benefit.  Customers  pay  only 
when  a  hotfix  is  required. 

•  Microsoft  Windows  Fundamentals  for  Legacy  PCs, 
based  on  Windows  XP  Embedded  SP2,  will  upgrade 
legacy  platforms  to  the  secure,  stable  Windows 

XP  platform.  It  reduces  the  strain  on  IT,  improves 
end-user  productivity,  and  closes  security  gaps— all 
while  easing  the  transition  to  Windows  Vista 
Enterprise  when  the  PCs  are  refreshed. 

interaction  and  feedback  from  expert  trainers. 

Software  Assurance  also  includes  training  vouch¬ 
ers  designed  to  reduce  your  costs  and  help  train  more 
staff.  You  can  redeem  training  vouchers  for  select 
courses  from  Microsoft  Certified  Partners  for  Learning 
Solutions— the  authorized  training  channel  for  Micro¬ 
soft  technology. 

“I  think  that  the  training  benefits  are  most  valuable 
to  customers  because  that’s  something  that  has  been 
slashed  out  of  budgets,”  says  Laura  DiDio,  Analyst  at 
The  Yankee  Group.  “Any  time  these  folks  can  get  out, 
mingle  and  talk  to  professionals  and  have  it  bundled 
in  as  a  free  service,  it  really  does  add  to  the  value  of  a 
Microsoft  license.” 

Knowledge  is  Power— And  Value 

Deployment  and  training  are  just  two  of  the  newest 
enhancements  from  Software  Assurance.  Yet,  they 
clearly  speak  to  the  greater  business  value  of  the  pack¬ 
age:  Software  Assurance  isn’t  just  about  technology 
upgrades;  it’s  about  improving  productivity,  predict¬ 
ability  and  agility  throughout  your  business. 

For  the  business/technology  leader,  Software  Assur¬ 
ance  isn’t  a  cost,  it’s  an  investment.  It’s  a  way  to  give 
your  company  access  to  the  latest  versions  of  Microsoft 
software  and  services— and  to  empower  employees 
to  work  for  effectively  and  efficiently  in  service  to  the 
greater  business  needs. 

To  learn  more  about  Microsoft  Software  Assurance 
for  Volume  Licensing,  visit  www.microsoft.com/ 
licensing/programs/sa 

Microsoft 
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Colorado 

Law  signed  June  2005  places 
restrictions  on  municipalities 
trying  to  offer  telecom  and 
broadband  services. 


Nebraska 

Law  passed  June  2005  prohibits 
any  division  of  the  state  that  is 
not  a  public  power  supplier  from 
providing  broadband,  Internet, 
telecom  or  cable  service. 

“\ 

Milwaukee 

Negotiating  with  a 
private  company  to 


Chicago 

Seeking  bidders  to  pro¬ 
vide  Wi-Fi  broadband 
service  across  the  city. 


Lafayette,  La. 

Announced  in  2004  that 
it  would  extend  its  exist¬ 
ing  fiber-optic  broad¬ 
band  network  to  small 
businesses  and  homes. 


Louisiana 

Legislation  signed  July  2005 
places  constraints  on  municipalities 
proposing  broadband  services. 
(Lafayette  exempted.) 


New  Haven, 
Conn. 

Issued  an  RFP. 


Philadelphia 

A  Wi-Fi  network  will  be 
built  by  EarthLink. 


New  Orleans 

The  hurricane-ravaged  city 
announced  that  it  would  deploy 
a  city-owned  Wi-Fi  network. 


Miami  Beach,  Fla. 

Announced  July  2005  plans 
to  build  a  Wi-Fi  network  for 
public  workers  and  residents 
in  certain  "hot  zones.” 


Florida 

Law  signed  June 

2005  imposes 

\ 

taxes  on  telecom 

L  '  w  &  A 

services  sold  by 

■  k  r\ 

public  entities. 

coming  up  with  their  own  plans.  (For  more 
on  this,  see  “Wi-Fi  America,”  this  page.)  In 
San  Francisco,  city  officials  issued  a  formal 
RFP  in  December  for  a  citywide  network, 
although  26  vendors  have  already  expressed 
interest  in  building  the  wireless  system.  Most 
notably,  Google  has  garnered  headlines  with 
its  offer  to  build  the  network  at  its  own 
expense  and  provide  Wi-Fi  service  for  free 
in  the  city.  Chris  Vein,  San  Francisco’s  exec¬ 
utive  director  of  telecommunication  and 
information  services,  said  the  Wi-Fi  project 
is  part  of  an  overall  plan  to  bring  technol¬ 
ogy  to  all  San  Franciscans.  The  plan  includes 
providing  computer  equipment  to  those  who 
need  it  along  with  education  and  training. 

Smaller  cities,  such  as  Dayton,  Ohio,  and 
Tempe,  Ariz.,  are  also  joining  the  Wi-Fi  band¬ 
wagon.  In  Dayton,  CIO  Bill  Hill  decided  in 
April  2004  that  the  technology  was  ready 


for  a  wireless  mesh  deployment  in  his  city. 
But  he,  along  with  two  city  commissioners, 
wanted  to  make  sure  the  network  wouldn’t 
cost  the  city  or  taxpayers  a  cent.  So  he  took 
his  idea  to  local  companies  to  see  if  there  was 
an  interest  in  helping  the  city  out.  There  was. 
A  Dayton  ISP  called  DoNet  is  now  working 
with  P&R  Communications,  a  local  radio 
shop  that  installs  radio  gear,  to  build  the 
mesh  network.  “My  argument  to  the  telcos  is, 
Had  you  offered  these  services  locally,  there 
would  have  been  no  need  to  go  forward,” 
Hill  says.  “We  had  to  do  something  because 
our  needs  were  not  being  met  by  the  telcos. 
They  want  to  charge  $59  to  $79  a  month. 
What  poor  person  can  afford  that?” 

The  Legal  Battle 

Despite  the  clear-cut  benefits,  the  road  to 
municipal  Wi-Fi  or  broadband  is  strewn 


with  land  mines.  Just  ask  the  rural  town  of 
Lafayette,  La.  Phone  company  BellSouth 
filed  a  lawsuit  last  year  against  Lafayette 
and  its  utility  systems,  alleging  that  the 
municipality  used  incorrect  procedures  to 
issue  bonds  to  pay  for  a  plan  to  wire  the 
city  with  fiber-optic  cable.  Lafayette  voters 
have  since  voted  to  approve  the  plan,  but 
the  legal  battle  cost  the  city  hundreds  of 
thousands  of  dollars. 

Regional  and  national  cable  and  phone 
carriers  have  spent  billions  of  dollars  to 
build  broadband  networks  across  the 
United  States,  and  they  have  worked  pub¬ 
licly  and  behind  the  scenes  to  block  efforts 
that  would  create  new  competitors  for  their 
services,  whether  wired  or  wireless,  experts 
say.  Already,  14  states  have  enacted  laws 
that  would  prevent  or  make  it  difficult  for 
cities  and  towns  to  go  forward  with  plans 
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like  those  in  Philadelphia  and  San  Fran¬ 
cisco.  In  San  Francisco,  Mayor  Gavin  New¬ 
som  says  he  fully  expects  lawsuits  against 
the  city’s  Wi-Fi  plans. 

The  debate  is  also  being  played  out  on  a 
national  level.  Congressman  Sessions,  a  for¬ 
mer  SBC  executive,  introduced  a  bill  last  year 
in  the  House  of  Representatives  that  would 
prohibit  state  and  local  governments  from 
offering  telecommunications  services  unless 
the  area  wasn’t  being  served  by  a  private 
company.  According  to  Sessions’  House 
financial  disclosure  statement  for  2003,  he 
held  SBC  stock  options  worth  at  that  time 
from  $500,000  to  $1  million.  Gina  Vaughn, 
a  spokeswoman  for  Sessions,  says  his  posi- 


Some  analysts  say  that  the  big  providers 
needn’t  worry  about  losing  business  from 
consumers  who  now  rely  on  high-speed 
broadband  from  a  telecom  or  cable  company. 
These  more  affluent  consumers  won’t  be 
tempted  to  switch  to  a  city- sponsored  serv¬ 
ice  that  would  most  likely  be  slower.  “The 
fact  is  that  cities  going  after  Wi-Fi  shouldn’t 
be  threatening  to  the  telcos,”  says  Ellen  Daley, 
Forrester  Research  analyst. 

Some  high-powered  legislators  agree.  In 
response  to  the  anti -Wi-Fi  bills,  Sens.  John 
McCain  (R-Ariz.)  and  Frank  Lautenberg 
(D-N.J.),  have  recently  introduced  legisla¬ 
tion  that  would  allow  cities  and  towns  to 
offer  broadband  if  they  decide  to.  Those 


particular,  has  yet  to  be  tested  in  high- 
capacity  Wi-Fi  networks.  “Cities  are  playing 
with  an  unknown,”  she  says.  “If  a  lot  of  peo¬ 
ple  jump  on  an  unlicensed  band  at  once,  the 
service  will  get  pretty  slow.”  In  San  Fran¬ 
cisco,  Vein  says  the  biggest  challenges  he 
faces  on  a  technical  level  are  whether  to  go  - 
with  existing  Wi-Fi  (802.11)  technology  or 
wait  for  WiMax,  a  newer  technology  that 
has  yet  to  be  proven  on  a  large  scale  but  has 
certain  technical  advantages  over  Wi-Fi  and 
should  permit  usage  over  greater  distances. 
San  Francisco  also  has  a  “topography  prob¬ 
lem,”  Vein  says,  which  means  that  the  city’s 
hills  and  peaks  could  make  it  difficult  to 
cover  all  49  square  miles. 


Even  as  the  telecom  giants  say  publicly  that  they  won’t 
oppose  municipal  Wi-Fi,  their  representatives 
are  busy  behind  the  scenes  at  the  state  and 
national  level  lobbying  for  legislation  that  could 
prevent  such  projects  from  moving  forward. 


I 


tion  on  this  issue  “is  consistent  with  the  posi¬ 
tion  he’s  held  in  the  past— if  you  can  find  a 
service  in  your  local  yellow  pages,  the  gov¬ 
ernment  shouldn’t  be  providing  it.”  Vaughn 
says  Session’s  previous  employment  at  SBC 
had  no  influence  on  the  bill. 

In  July  of  last  year,  Sen.  Ensign,  who  is  a 
member  of  the  Republican  High  Tech  Task 
Force,  introduced  the  “Broadband  Invest¬ 
ment  and  Consumer  Choice  Act,”  which,  if 
passed,  would  also  make  it  more  difficult  for 
cities  to  build  wireless  networks.  (For  more, 
see  “The  Federal  Picture”  on  Page  52.)  And 
who  is  behind  these  state  and  federal  leg¬ 
islative  efforts?  The  telecom  and  cable  giants, 
according  to  a  report  from  the  American 
Public  Power  Association  (APPA),  a  national 
trade  group  for  the  country’s  community- 
owned  electric  power  utilities. 

“At  the  state  level,  there  are  telecom  and 
cable  companies  lobbying  for  bills  that  would 
create  barriers  to  community  Wi-Fi  or  broad¬ 
band  services,”  says  Desmarie  Waterhouse, 
government  relations  representative  for  the 
APPA.  “In  other  cases,  these  types  of  restric¬ 
tions  are  being  pushed  by  third  parties  with 
close  ties  to  these  companies.”  BellSouth,  for 
example,  has  been  fighting  hard  against 
Lafayette’s  plan,  she  says. 


involved  in  the  fight  think  there  will  be 
some  sort  of  compromise  between  the  two 
sides,  but  some,  acknowledge  that  munici¬ 
palities  face  a  stiff  challenge.  “Chances  are 
that  business  interests  will  be  heard,”  says 
San  Francisco’s  Vein. 

Whither  Wi-Fi? 

Municipal  Wi-Fi  critics  also  argue  that 
cities  and  towns  won’t  be  prepared  to  deal 
with  the  technological  challenges  they 
might  face  as  they  move  forward  with  Wi¬ 
Fi.  These  challenges  include  maintaining 
the  networks,  dealing  with  crowded  net¬ 
works  and  monitoring  an  evolving  tech¬ 
nology  that  may  soon  be  replaced  by  other 
types  of  wireless  broadband.  “Wireless 
infrastructure  is  changing  rapidly,”  Balhoff 
says.  “Cities  will  have  a  hard  time  keeping 
up  with  capacity  requirements.” 

Daley  agrees  that  mesh  technology,  in 


Add  Your  Voice 

As  a  municipal  CIO,  have  you  experienced 
difficulty  in  your  efforts  to  build  a  municipal 
Wi-Fi  or  broadband  network  in  your  commu¬ 
nity?  To  add  a  comment,  go  online  to 

www.cio.com/040106. 

cio.com 


As  the  city  of  Philadelphia  readies  its  own 
Wi-Fi  network,  Neff  has  been  in  demand  on 
the  public  broadband  circuit.  She  says  she’s 
talked  with  and  given  advice  to  close  to  100 
cities  in  15  countries.  In  five  years,  Neff 
hopes  to  increase  broadband  connectivity  in 
Philadelphia  from  58  percent  to  80  percent 
and  place  10,000  computers  in  lower- 
income  neighborhoods  with  training  for  its 
residents.  “In  the  end,  we’re  trying  to  give 
people  new  skills,”  Neff  says.  “Wi-Fi  is  just 
one  tool  to  help  us  do  this.” 

It’s  too  early  to  determine  whether  the 
various  municipal  Wi-Fi  efforts  will  succeed 
or  fail,  but  those  interested  in  the  evolution 
of  the  technology  and  the  debate  will  be 
watching  closely.  Already,  predictions  are 
all  over  the  map.  “I’ll  bet  you  two  years  from 
now,  Philadelphia’s  network  won’t  be  worth 
anything,”  says  analyst  Balhoff.  “I  think  it’s 
probable  that  subscribers  won’t  be  there.” 

On  the  other  side  of  the  argument,  San 
Francisco’s  Vein  proclaims,  “I  think  Dianah 
Neff  will  have  the  last  laugh.  Her  model  is 
changing  and  evolving  and,  in  the  end,  she 
will  be  successful.”  HI«I 


Senior  Writer  Susannah  Patton  can  be  reached  at 
spatton@cio.com. 
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The 

Metrics 


Calculating  IT  spending  as  a  percentage  of  overall 
revenue  is  easy,  popular.. .and  misleading.  There’s 
gotta  be  a  better  way.  In  fact,  there  are  several. 

BY  CHRISTOPHER  KOCH 


Joe  Drouin  caught  a  lucky  break 

when  he  became  VP  and  CIO  of  TRW  Automotive  in  2002— or  so  he  thought  at  the 
time.  A  consultancy  brought  in  to  benchmark  all  of  TRW’s  internal  functions— every¬ 
thing  from  IT  to  legal  to  sales— found  that  the  company  was  spending  less  on  IT  as  a 
percent  of  overall  revenue  than  the  industry  average,  which  was  about  1.5  to  2  percent. 

Not  one  to  look  a  gift  horse  in  the  mouth,  Drouin  played  the  metric  for  everything 
it  was  worth,  highlighting  it  in  every  PowerPoint  presentation  he  could  during  his  first 
year  as  CIO.  “I  used  it  to  say,  we  are  managing  IT  effectively,  and  here’s  the  confirmation 
from  this  outside  firm,”  recalls  Drouin.  “It  made  me  one  of  the  good  guys  in  the  eyes 
of  the  CEO  and  COO.”  At  one  point,  the  CEO,  who  believed  that  inexpensive  IT  was 
good  IT,  joked  that  he  expected  to  see  Drouin  and  his  staff  outfitted  with  T-shirts  that 
had  the  percentage  stamped  across  their  chests  in  big,  block  numbers. 


Reader  ROI 

::  The  problems  with 
measuring  IT  spending 
as  a  percentage  of 
revenue 

::  Metrics  that  better 
reflect  the  value  of  IT 

::  Why  spending  metrics 
need  to  align  with  over¬ 
all  business  strategy 
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showed  a  positive  trend,”  he  admits. 

The  shallowness  of  the  benchmark  became 
clear  as  Drouin  prepared  his  first  budget  pres¬ 
entation.  The  CEO  asked  him  to  break  out  IT 
spending  as  a  percent  of  revenue  for  TRW 
Automotive’s  12  individual  business  units, 
each  of  which  had  its  own  legacy  infrastruc¬ 
ture  and  independent  IT  spending  patterns. 
As  it  turned  out,  costs  ranged  significantly 
across  the  units.  In  fact,  some  units  were 
spending  two  to  three  times  more  than  oth¬ 
ers  on  a  percentage  of  sales  basis. 

Suddenly,  Drouin  didn’t  look  like  one  of  the 
good  guys  anymore. 

He  looked  like  a  manager  whose  costs  were 
out  of  control. 

Much  to  Drouin’s  chagrin,  the  CEO  initially 
tried  to  use  the  percentages  to  reduce  the 
budgets  of  the  higher-spending  units.  But  it 
quickly  became  clear  that  the  spending  had 
no  correlation  to  business  success.  Some  of 
the  units  spending  less  on  IT  as  a  percentage 
of  revenue  were  not  doing  as  well  as  units 
spending  more.  Worse,  if  TRW  Automotive’s 
overall  revenue  fell  (which  was  a  distinct  pos¬ 
sibility  given  the  auto  industry’s  struggles), 
Drouin’s  IT  spending  as  a  percentage  of  rev¬ 
enue  was  going  to  rise  even  if  he  didn’t  spend 
an  extra  dime  on  IT. 

“It’s  disappointing  to  be  measured  on  one 
simple  metric,  only  half  of  which  I  have  any 
real  control  over,”  a  sadder  but  wiser  Drouin 
says  now. 


Caught  in  the  Metrics  Trap 

USING  PERCENT  OF  revenue  as  a  foundational 
metric  to  measure  IT  tends  to  cast  IT  in  the  role 
of  a  cost  to  be  controlled.  “When  CEOs  focus 
on  spending  as  a  percent  of  revenue,  it’s 
because  they’ve  already  decided  to  cut  IT 
spending  and  they  use  the  data  as  a  justification,”  warns  Barbara 
Gomolski,  research  vice  president  for  Gartner.  “It’s  hard  to  use 
this  metric  to  show  that  you  are  doing  the  right  thing.”  In  this  zero 
sum  game,  success  is  defined  simply  as  lowering  the  percentage 
over  time.  “It’s  not  clear  how  low  it  should  go,”  says  Drouin.  “Joking 
with  the  CEO,  I  said,  ‘In  your  mind  it  should  be  zero.’  We  had  a  good 
laugh,  but  at  what  point  do  we  decide  it’s  at  the  right  level  and  you 
don’t  drive  it  down  further?” 

Drouin  wanted  to  burn  those  old  PowerPoint  slides.  “I  used  the 


metric  to  my  advantage,  and  it  turned  around  and  bit  me,”  he  laments. 

It  was  too  late  to  put  the  cat  back  in  the  bag.  Nor  was  it  an 
option  to  complain  about  how  unfair  the  metric  was.  Rather, 
Drouin  knew  he  needed  to  educate  the  CEO  and  COO  about 
what  constituted  constructive  cost-cutting  in  IT  versus  that 
which  would  rob  IT  of  its  ability  to  provide  strategic  differenti¬ 
ation.  “I  still  mention  the  metric,”  says  Drouin,  “but  I  don’t  dwell 
on  it.”  Instead,  he  emphasizes  benchmarks  that  are  more  specif¬ 
ically  targeted— such  as  the  per-user  cost  of  ERP  systems  in  the 
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different  business  units— to  show  that  he’s  lowering  costs  in  a 
way  that  will  help  the  business  rather  than  paralyze  it. 

But  it’s  hard  to  get  away  from  such  a  deceptively  simple  meas¬ 
urement— IT  spending  as  a  percentage  of  revenue— which  remains 
“far  and  away  the  most  popular  metric  for  benchmarking  IT  spend¬ 
ing,”  says  Gartner’s  Gomolski,  who’s  not  at  all  happy  about  it. 

“Top  business  executives  don’t  want  a  dozen  different  metrics,” 
Drouin  explains.  “The  COO  said  to  me,  ‘Come  up  with  another 
metric,  and  I  will  leave  this  one  alone.’  I  consulted  the  consult¬ 
ants  and  the  analysts,  and  they  couldn’t  come  up  with  one.” 

The  reason  Drouin’s  consultants  couldn’t  offer  him  a  magic 
metric  is  because  one  doesn’t  exist. 

There  is  no  single  metric  for  determining  the  right  amount  of 
money,  the  right  percentage  of  revenue,  to  spend  on  IT.  Even  those 
CIOs  who  believe  that  measuring  IT  spending  as  a  percentage  of 
revenue  produces  a  legitimate  benchmark,  such  as  Dow  Chemical’s 
David  Kepler,  consider  it  a  very  rough  start  to  a  much  deeper  dis¬ 
cussion  of  IT  investment  strategy.  “My  experience  is  it’s  relevant  to 
describe  about  how  much  you  should  spend,”  Kepler  says.  But,  he 
adds,  “it  says  nothing  about  how  effective  your  spending  is.” 

The  problem  most  CIOs  have  to  confront  is  that,  in  the  view  of 
much  of  the  business,  IT  spending  is  a  big  black  box.  In  fact,  it’s 
often  the  company’s  single  largest  capital  expense  and  one  that 
promises  to  grow  larger  as  the  world  grows  ever  more  digital. 
“The  reason  people  attack  IT  over  this  metric  is  because  they 
don’t  appreciate  what  you’re  spending  and  why,”  says  Kepler. 
Unless  CIOs  can  fill  this  gap  in  understanding  with  a  delicate 
combination  of  relationship  building,  education  and  a  series  of 
contextual  metrics  designed  to  give  businesspeople  a  sense  of  IT 
spending  effectiveness,  efficiency  and  value  over  time,  CIOs  will 


see  their  budgets  reduced  to  a  cost  to  be  managed  against  a  vague, 
often  completely  irrelevant,  constantly  sinking  average. 

Where  the  Wild  Variables  Live 

THE  IDEA  OF  DESCRIBING  and  analyzing  IT  spending  in  relation 
to  overall  revenue  has  been  around  for  a  long  time— decades,  say 
some  analysts.  One  can  attribute  its  longevity  as  a  business  metric 
to  its  simplicity  and  the  ease  with  which  one  can  make  the  calcula¬ 
tion.  It’s  also  easy  to  get  the  benchmarking  information  out  of  your 
competitors.  No  one’s  giving  away  any  trade  secrets  by  filling  out 
(often  anonymously)  a  survey  with  their  IT  spending  information. 

But  it’s  also  a  legacy  from  an  earlier  era.  “The  metric  is  from  a 
time  when  people  viewed  IT  as  a  utility  rather  than  as  something 
to  provide  strategic  differentiation,”  says  Scott  Holland,  senior 
business  adviser  for  The  Hackett  Group. 

It  was,  in  many  ways,  a  simpler  time.  In  the  days  when  main¬ 
frames  ruled  the  earth,  IT  was  more  centralized  than  it  is  today  and, 
consequently,  costs  were  much  easier  to  calculate.  IT  back  then  was 
basically  a  handful  of  really  big  machines,  and  the  software  and 
staff  needed  to  run  them.  By  comparison,  today’s  Internet  and  PC- 
based  computing  infrastructures  are  much  harder  to  account  for. 
It’s  pretty  easy  for  a  rogue  marketing  department,  for  example,  to 
buy  its  own  servers  and  software  without  IT  ever  knowing.  It’s 
much  harder  to  sneak  a  mainframe  past  building  security.  And  IT 
today  is  a  challenge  to  pigeonhole.  For  example,  should  a  cell  phone/ 
PDA  combination  count  as  IT  or  telecom?  And  does  telecom— tra¬ 
ditionally  separate  from  the  IT  budget- 
count  toward  IT  spending?  Is  software 
depreciated  over  time  or  counted  as  a 


Your  Guide  to  Popular  IT  Spending  Metrics 


AS  A  PERCENT 
OF  REVENUE 

Pros:  Easy  to  calcu¬ 
late;  provides  some 
basic  insight  into 
spending  levels  in 
specific  industries. 
Widely  used. 

Cons:  Averages  can 
often  mislead,  mask¬ 
ing  wild  variability  in 
the  sample.  Fluctu¬ 
ating  revenue  can 
affect  percentages. 
Doesn’t  distinguish 
between  strategic  and 
nonstrategic  spend¬ 
ing;  doesn’t  describe 
impact,  only  costs. 


LIGHTS-ON 
OPERATIONS 
AS  A  PERCENT 
OF  REVENUE 

Pros:  Distinguishes 
between  strategic  and 
nonstrategic  spend¬ 
ing;  can  show  trends 
in  improved  IT  effi¬ 
ciency  over  time,  even 
if  overall  spending 
doesn’t  change. 

Cons:  More  difficult 
to  calculate.  Definitions 
of  strategic  and 
nonstrategic  IT  vary 
across  companies 
and  industries. 

Not  widely  used. 


PER  EMPLOYEE 

Pros:  Easy  to  calcu¬ 
late  and  widely  used. 
Maps  IT  spending 
directly  to  those  con¬ 
suming  IT  services. 
Can  be  used  with 
percent  of  revenue 
to  gauge  the  true 
similarity  of  compa¬ 
nies  in  an  industry. 

Cons:  Outsourcing 
can  skew  numbers. 
Numbers  can  be 
unnaturally  high  in 
capital-intensive 
industries.  Does  not 
describe  IT  effective¬ 
ness,  only  costs. 


PER  USER 

Pros:  Can  be  useful 
for  benchmarking  the 
cost  of  well-under- 
stood  categories  of 
products  and  services, 
such  as  PCs  or  enter¬ 
prise  applications. 

Can  be  extrapolated 
into  “unit  cost”  of 
automated  services, 
such  as  ATMs  in 
banking. 

Cons:  Does  not 
differentiate  between 
strategic  and  non¬ 
strategic  spending. 


INDUSTRY 

STANDARD 

METRICS 

Pros:  Many  industries 
have  a  favorite  bench¬ 
mark  (such  as  “cost- 
per-ton”  in  the  chemi¬ 
cal  industry)  that 
is  accurate  and  widely 
understood.  Puts 
IT  into  a  business 
context. 

Cons:  IT  is  generally 
one  of  the  highest- 
cost  services  in  a 
business.  May  make 
IT  look  egregiously 
expensive. 

-C.K. 
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IT  Spending 


onetime  expense?  In  all  these  cases,  it  depends  on 
the  analyst  or  consultancy  doing  the  counting. 

There  are  so  many  ways  to  account  for  IT  that 
most  CIOs  dismiss  the  percent-of-revenue  metric 
unless  it  is  carefully  targeted  for  their  specific 
industry  or  industry  segment.  Yet  even  in  an 
industry  context,  the  averages  can  mask  huge 
variations  in  the  sample.  Companies  at  the  high 
end  can  spend  as  much  as  100  times  more  than 
those  at  the  low  end,  according  to  CSC  Consulting. 
“If  I  say  that  the  average  age  of  my  two  children  is 
10,  do  I  have  an  11-year-old  and  a  9-year-old,  or 
does  my  family  consist  of  an  18-year-old  and  a  2- 
year-old?  It  is  not  enough  to  know  the  average. 
One  must  also  understand  the  spread  of  the  data,” 
wrote  Eugene  Lukac,  a  partner  with  CSC,  in  a 
report  about  a  recent  CSC  spending  survey.  Nor 
does  the  average  account  for  a  company’s  unique 
situation;  for  example,  costs  will  vary  wildly 
between  a  chemical  company  with  10  plants 
spread  around  the  globe  and  one  with  three 
plants,  all  in  New  Jersey.  (For  other  variables  that 
figure  in  overall  spending  calculations,  see  “Why 
You’re  Spending  More,”  this  page.) 

The  Battle  Over  the  Numbers 

DOUGLAS  NOVO,  former  CIO  for  Venezuelan 
chemical  company  Polinter,  knows  all  about  these 
variables.  The  chemical  industry  is  capital-inten¬ 
sive,  dependent  on  expensive  plants  and  equip¬ 
ment,  with  low  profit  margins  and  unpredictable 
revenue.  That  volatile  combination  means  chemi¬ 
cal  executives  are  always  looking  for  ways  to  cut 
operating  costs.  To  do  that,  they  bring  in  consult¬ 
ants  about  every  two  years  to  compare  their  com¬ 
pany  with  its  peers  and  to  run  the  numbers. 

In  Novo’s  case,  the  consultants  told  him  in  1995 
that  he  was  spending  1.5  percent  of  Polinter’s 
revenue,  or  about  1  percent  more  than  his  peers. 
Novo’s  response  was  simple  and  blunt:  “Impos¬ 
sible!”  (Indeed,  other  sources  told  him  that  the 


Why  You’re 
Spending  More 


If  your  business  benchmarks  IT  spending  as  a  percentage  of 
revenue,  these  12  variables  may  be  making  you  look  bad 


1.  YOUR  PRODUCT 

A  high  IT  element  in  products 
(insurance  and  financial  products, 
for  example)  usually  means 
higher  IT  costs. 

2.  BUSINESS  VOLATILITY 

If  you  are  absorbing  another 
company  in  an  acquisition,  your 
spending  will  be  higherthan 
normal. 

3.  ORGANIZATIONAL  STRUCTURE 
A  decentralized  IT  structure  is 
more  expensive  to  operate  than 

a  centralized  one. 

4.  COMPETITIVE  PRESSURE 

If  your  company  focuses  on  using 
IT  to  add  new  business  capabili¬ 
ties,  your  spending  will  be  higher. 

5.  GEOGRAPHY 

A  global  enterprise’s  IT  is  more 
expensive  than  that  of  a  local  or 
regional  company. 

6.  SIZE 

Smaller  companies  tend  to  spend 
more  on  IT  as  a  percent  of  rev¬ 
enue  than  larger  companies  in 
their  industry.  (Big  companies 
tend  to  spend  more  per  employee 
because  they  tend  to  be  more 
complex.) 

7.  COMPLEXITY 

Highly  complex  IT  infrastruc¬ 
tures  (many  different  systems, 


many  older  systems)  cost  up 
to  50%  more  to  maintain  than 
low-complexity  infrastructures 
(standardized,  few  applications). 

8.  APPETITE  FOR  RISK 

Aggressive  adopters  of  new 
technology  may  outspend 
mainstream  adopters  by  30% 
and  risk-averse  companies 
by  50%. 

9.  SERVICE  LEVELS 

High  service  levels  (for  mission- 
critical  IT)  cost  more  to  maintain 
than  low  service  levels. 

10.  BLIP  SPENDING 
Upgrading  a  system  or  refresh¬ 
ing  all  the  old  PCs  across  the 
company  can  raise  costs 
temporarily. 

11.  ROGUE  SPENDING 
Companies  where  IT  is  decen¬ 
tralized  and  business  functions 
have  the  power  to  buy  their  own 
IT  will  spend  more. 

12.  REVENUE  PER  EMPLOYEE 
Companies  with  high  revenue 
per  employee  will  tend  to  have 
more  knowledge  workers  who 
use  IT  intensively,  thus  pushing 
up  IT  spending  levels  per 
employee. 

-C.K. 

SOURCES:  Aberdeen  Group.  Forrester,  Gartner 


industry  average  for  the  petrochemical  sector  at  that  time  was 
about  2  percent.) 

What  was  he  to  do?  The  numbers  he  was  being  shown  didn’t  jibe 
with  his  notion  of  reality  but  neither  did  they  come  out  of  thin  air. 

“There’s  no  equivalent  of  Generally  Accepted  Accounting 
Practices  for  IT  spending,”  says  William  Mougayar,  VP  and  serv¬ 
ice  director  for  Aberdeen  Group.  “Without  some  kind  of  standard 
for  how  to  account  for  spending,  you  can’t  use  percent  of  revenue 
to  compare  across  individual  companies.  It’s  too  hard  to  know 
what’s  being  included  and  what  isn’t.”  (For  a  downloadable  PDF 
of  U.S.  IT  spending  benchmarks  by  industry  and  by  size  of  com¬ 
pany,  go  to  www. cio. com/040106.) 


But  now  Novo  was  on  the  defensive.  He  had  to  justify  $2  mil¬ 
lion  in  spending  that  suddenly  seemed  to  place  him  on  the  wrong 
side  of  the  chemical  industry  norm.  First,  he  pushed  back  against 
the  consultants’  findings.  He  got  them  to  accept  the  idea  that 
perhaps  Polinter  only  seemed  to  be  spending  more  than  its  peers 
because  those  companies  were  failing  to  take  all  IT  operational 
and  investment  costs  into  consideration.  Novo  argued  that  the 
greater  centralization  of  Polinter’s  IT  operations,  as  opposed  to 
its  competitors,  made  Polinter’s  accounting  more  accurate.  And 
why  shoidd  he  be  penalized  for  his  accuracy?  But  basically  it  was 
still  Novo’s  word  against  the  consultants. 

So  he  fought  back  in  a  more  constructive  way:  He  created  his  own 
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metrics.  He  took  Polinter’s  history  of  IT  spending  and  broke  it  down 
as  a  percent  of  revenue,  per  employee,  per  employee  served  by  IT,  per 
IT  employee  and  per  ton  of  finished  chemical  product  (a  common 
metric  in  the  industry).  “Using  historical  data  is  important,”  Novo 
says,  “because  then  you  can  show  executives  how  spending  has 
changed  over  time  and  how  it  responds  to  changes  in  the  business, 
such  as  during  bad  years  when  revenues  fall.” 

Novo’s  goal  was  to  get  off  the  defensive  and  shift  the  discussion 
from  an  argument  over  numbers  to  an  analysis  of  performance.  “It’s 
important  to  focus  on  what  you  are  doing— not  someone  else,”  he  says. 
“The  CEO  wants  to  understand  why  you’re  doing  what  you’re  doing 
and  what  you’re  doing  to  improve.” 

Yet  hanging  over  his  discussions  with  his  boss  was  the  suspicion 
that  by  offering  his  own  numbers  Novo  was  simply  making  excuses 
to  avoid  having  to  cut  his  budget.  To  allay  those  suspicions,  he 
divided  his  numbers  into  two  pots:  IT  spending  on  ongoing  opera¬ 
tions  (essentially  the  infrastructure  and  the  services  needed  to  keep 
the  lights  on)  and  IT  spending  on  new  applications,  research  and 
services.  By  slicing  the  spending  this  way,  Novo  could  focus  cost-cut- 
ting  scrutiny  on  those  parts  of  his  budget  that  he  can  and  should  be 
cutting,  while  preserving  the  portion  of  spending  that,  if  cut,  could 
threaten  IT’s  ability  to  provide  competitive  differentiation. 

“The  smart  IT  people  are  continually  tuning  the  infrastructure  to 
make  it  lower  cost  and  more  efficient  so  they  can  free  up  more  funds 
for  new  work  and  innovation,”  says  Laurie  Orlov,  vice  president 
and  research  director  for  Forrester  Research. 

On  Toward  Better  Metrics 

THE  SAME  THINKING  as  Novo’s  guided  Drouin  to  begin  giving 
his  COO  and  CEO  data  on  the  cost  of  providing  employees  in 
TRW  Automotive’s  different  business  units  with  ERP  software. 
The  idea,  says  Drouin,  is  to  cut  the  costs  of  providing  important 
capabilities  to  the  business  without  endangering  the  capabili¬ 
ties  themselves. 

“We  want  to  drill  into  more  granular  kinds  of  metrics  so  that  we 
not  only  get  a  real  apples-to-apples  comparison  but  also  so  that  we 
find  areas  that  are  really  worth  investigating,”  Drouin  says.  Like 
Novo,  Drouin  also  separates  out  IT  operations  spending,  but  his 
accounting  task  was  much  more  difficult  than  Novo’s,  who  runs  a 
highly  centralized  IT  operation  in  a  single,  homogenous  business. 
But  Drouin  says  tracking  costs  on  IT  operations  across  all  the 
business  units  was  worth  it.  “We  could  show  that  the  old  legacy  sys¬ 
tems  and  infrastructures  were  costing  us  much  more  in  some  units 


than  in  others,”  he  says.  “It  helped  us  drive  our  business  case  for 
buying  a  single  ERP  platform  to  serve  all  the  units.  The  project 
caused  us  to  raise  our  spending,  but  we  could  show  that  it  would 
lower  the  cost  of  providing  ERP  over  the  longer  term.” 

Another  increasingly  popular  way  of  slicing  up  IT  spending 
for  CEO  consumption  is  by  employee.  “I  do  it  that  way  because  it 
mirrors  the  way  the  business  consumes  my  services,  so  it’s  some¬ 
thing  they  can  relate  to,”  says  Novo.  Yet  this  metric  also  has  its 
drawbacks.  For  example,  in  the  chemical  industry,  where  capital 
costs  and  levels  of  automation  are  high,  the  per-employee  cost  of 
IT  will  be  high  ($17,671  per  employee,  according  to  Forrester)  com¬ 
pared  with  other,  less  capital-intensive  manufacturing  categories 
like  industrial  products  ($4,302  per  employee).  The  numbers  will 
also  be  out  of  whack  if  the  company  has  a  lot  of  employees  who 
never  touch  a  computer  (making  the  cost  artificially  low  for  employ- 


More  Good  Metrics  Talk 


))  Companies  that  spend  much  less  on  IT  than  the  average  for  their  industry  are 
three  times  more  successful  than  those  in  the  middle.  »  But  companies  that 
Spend  much  more  than  the  average  are  six  times  more  successful.  SOURCE:  CSC  Consulting 
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ees  who  actually  do  use  a  computer)  or  if  the  company  has  out¬ 
sourced  much  of  its  operations  (which  will  raise  the  per-employee 
cost  to  a  misleadingly  high  level  because  the  outsourcer’s  employ¬ 
ees  will  not  be  included  in  total  IT  spending).  However,  using  the 
per  employee  metric  in  combination  with  percent  of  revenue  can 
help  determine  whether  two  companies  in  the  same  industry  really 
are  comparable— if,  for  example,  both  spend  the  same  on  IT  as  a 
percent  of  revenue  but  have  wildly  different  per-employee  spend¬ 
ing  levels,  chances  are  the  business  models,  size,  complexity  or 
geographic  spread  of  the  companies  are  so  different  as  not  to  be 
worth  comparing,  according  to  Gartner. 

The  accuracy  of  the  total  employees  metric  can  be  increased  by 
slicing  it  up  into  actual  users  of  IT,  as  Novo  and  other  CIOs  have 
done,  eliminating  from  their  calculations  employees  who  don’t 
consume  any  of  IT’s  services.  Hackett’s  Holland  takes  this  a  step 
further,  taking  into  account  nonhuman  “users”  in  highly  auto¬ 
mated  industries,  like  banks,  where  the  per-unit  spending  on 
ATMs,  for  example,  is  every  bit  as  important  as  the  spending  on  a 
human  teller  or  bank  manager. 

Talking  Metrics  with  the  Boss 

THE  DOWNSIDE  of  these  more  precise  accountings  of  IT  spending 
is  that  they  get  away  from  the  simplicity  of  the  percent-of- revenue 
benchmark  that  appeals  to  business  executives.  This  is  yet  another 


reason  why  CIOs  need  to  report  to  the  CEO— or  at  least  have  a  seat 
at  the  executive  table.  Springing  these  more  nuanced  metrics  on  the 
executive  committee  at  budget  time  once  a  year  just  won’t  work.  This 
kind  of  discussion  needs  to  take  place  over  time  and,  more  impor¬ 
tantly,  in  the  context  of  the  business’s  current  strategy.  For  example, 
when  Polinter  went  on  an  acquisition  binge  during  the  ’90s,  Novo 
added  a  per-acquisition  breakdown  to  his  spending  metrics  and 
began  tracking  how  long  it  took  to  absorb  a  new  business.  He  says 
that  he  was  able  to  cut  that  time  from  12  months  to  three  months  over 
four  years.  With  regular  access  to  the  CEO  (to  whom  Novo  reported 
directly),  Novo  was  able  to  align  his  IT  spending— and  cost  cut¬ 
ting— to  the  company’s  acquisition  strategy  and  justify  the  invest¬ 
ments  that  helped  facilitate  it. 

The  more  disconnected  the  CEO  is  from  IT,  the  more  likely  he  or 
she  is  to  grasp  at  arbitrary  averages  to  place  the  IT  budget  in  con¬ 
text.  And  no  CIO  wants  to  be  wholly  judged  by  averages  because  that 
tends  to  make  them  and  their  departments  average.  For  example, 
according  to  CSC’s  survey,  companies  that  spend  much  less  on  IT 
than  the  average  for  their  industry  are  three  times  more  successful 
than  those  in  the  middle. 

But  companies  that  spend  much  more  than  the  average  are  six 
times  more  successful. 

A  survey  by  Aberdeen  Group  found  a  correlation  between 
poorly  performing  IT  groups  and  their  reliance  on  spending  as  a 
percent  of  revenue  as  their  primary  benchmark:  62  percent  of 
the  poor  performers  used  it,  while  only  5  percent  of  top  perform¬ 
ers  did.  Furthermore,  IT  departments  that  are  better  connected 
with  the  CEO,  the  company  strategy  and  the  business  have  a 
greater  ability  to  cut  costs  and  enforce  standards,  according  to 
Hackett’s  Holland.  Without  that  connection,  and  without  enforced 
standards,  companies  will  have  needlessly  complex  IT  infra¬ 
structures,  thanks  to  rogue  spending  on  IT  by  the  business  units. 
“The  companies  with  the  complexity  are  the  ones  where  the  CIO 
is  an  order-taker,”  Holland  says,  “because  those  companies  can’t 
control  purchasing  decisions.” 

Part  of  the  reason  that  spending  as  a  percentage  of  revenue  sur¬ 
vives  is  because  it  describes  IT  spending  in  simple,  familiar  busi¬ 
ness  terms.  And  for  CEOs  and  CFOs,  business  terms,  even  overly 
simplified  ones,  are  the  way  they  think  about  and  run  the  business. 

“IT  executives  aren’t  good  at  describing  IT  work  in  business 
terms,”  says  Forrester’s  Orlov.  “They  describe  it  in  terms  of  tech¬ 
nologies  they  are  supporting.  IT  spending  should  be  described 
in  terms  of  growing  revenue,  lowering  cost  and  improving  the 
time  it  takes  to  do  something.  If  all  you  talk  about  is  uptime,  you 
are  a  cost  center,  not  a  strategic  partner.” 

“In  the  end,  the  real  metric  is  not  IT,  it  is  business  perform¬ 
ance,”  says  Dow’s  Kepler.  “What  is  the  output  per  employee? 
How  efficient  are  we  as  a  business  per  employee? 

“If  you’re  looking  for  a  metric  to  justify  IT  spending,  that’s  not 
the  right  mind-set,”  he  adds.  “The  right  mind-set  is  to  under¬ 
stand  how  processes,  systems  and  people  tie  together  to  get  busi¬ 
ness  results.”  rara 


Executive  Editor  Christopher  Koch  can  be  reached  at  ckoch@cio.com. 
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The  Business  Case  for 
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A  strong  argument  can  now  be  made  that  doctors  in  small 
and  midsize  practices  should  invest  in  electronic  health 
records.  Here’s  how  to  get  your  physicians  on  board. 


BY  MICHAEL  FITZGERALD 


hen  the  Vioxx  recall  hit  in  late  September  2004, 
it  was  almost  a  yawner  for  Peter  Basch.  “It  took  us 
two  or  three  minutes  to  figure  out  which  of  our 
patients  were  on  it,”  says  Basch,  who  is  part  of  an  eight- 
doctor  practice  in  Washington,  D.C.  That  two  to  three  minutes  was  how 
much  time  it  took  to  structure  and  execute  a  search  for 
the  practice’s  electronic  records  database. 

Basch  says  that  the  Vioxx  recall  was  a  noncrisis  for  his 
practice  largely  because  he  and  the  other  doctors  have 
been  using  electronic  health  records  (EHRs)  for  the  past 
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nine  years.  In  fact,  the  first  major  drug  recall 
occurred  the  same  year  Basch’s  practice 
started  using  EHRs.  In  September  1997,  the 
Food  and  Drug  Administration  warned 
doctors  against  prescribing  fenfluramine 
and  phentermine  (Fen-Phen)  together  as 
appetite  suppressants.  At  that  time,  Basch’s 
practice  needed  about  30  minutes  to  find  all 
of  its  patients  who  were  taking  the  diet  pills. 
Basch,  though,  doesn’t  even  think  that 
quick-search  capability  is  the  best  reason 
to  use  electronic  health  records.  Instead, 
he  points  to  not  having  to  write  out  pre¬ 
scriptions. 

One  of  his  patients  was  on  more  than  15 
medications  and  would  never  get  them 
refilled.  He  had  to  write  them  all  out  for  her 
twice  a  year.  “That  was  incredibly  painful,” 
he  says.  “When  I  could  do  it  in  a  couple  of 
clicks,  I  was  able  to  smile  at  her  and  say, 
Anything  else?”’ 

Basch  is  a  great  white-coated  hope  for 
much  of  the  medical  industry— a  doctor  in 
a  small  practice  who  is  using  electronic 
health  records  and  believes  in  them,  he  says, 
“with  almost  religious  fervor.”  But  such 
faith  is  sparse  among  doctors.  Basch  esti¬ 
mates  that  EHRs  are  used  by  no  more  than 
15  percent  of  the  800  doctors  employed  by 
MedStar  Health,  the  seven-hospital  corpo¬ 
ration  that  owns  his  practice.  And  so  far 
only  14  percent  of  all  the  physicians  in  the 
United  States  have  invested  in  EHRs, 
according  to  a  2005  survey  by  the  Medical 


Group  Management  Association. 

Many  physicians  say  they  simply  don’t 
see  the  financial  upside  for  their  practices, 
and  some  are  concerned  about  retaining 
the  confidentiality  of  patient  information. 
(For  more  on  health  privacy  concerns,  read 
“The  Electronic  Bogeyman”  on  Page  68.) 

“How  do  you  convince  a  practice  to 
spend  between  $20,000  and  $40,000  a 
physician  and  decrease  productivity  and 
disrupt  the  practice  for  a  year  to  make  the 
change  to  these  systems?”  Basch  asks. 
“That’s  a  tough  argument  to  make  in  the 
current  environment.” 

The  Argument  for  E-Medicine 

Nonetheless,  health  insurers,  hospi¬ 
tals,  and  state  and  federal  agencies 
are  determined  to  make  that  argu¬ 
ment  succeed,  if  only  because  of  the  poten¬ 
tial  of  EHRs  to  improve  the  quality  of  health 
care  and  reduce  its  costs.  A  Rand  Corp. 
study  published  in  Health  Affairs  in  the  fall 
of  2005  estimated  that  the  broad  use  of 
EHRs  would  cut  $81  billion  from  operat¬ 
ing  costs.  That  same  study  estimated  that  if 
most  hospitals  used  EHRs,  it  would  elimi¬ 
nate  200,000  mistaken  drug  prescriptions 
a  year,  saving  $1  billion.  Then  there  are  the 
countless  hours  that  patients  and  staff 
spend  filling  out  forms,  and  then  finding 
them— one  study  estimates  that  doctors 
can’t  find  the  records  needed  for  30  per¬ 
cent  to  40  percent  of  their  patient  visits. 


The  effort  to  accelerate  the  rate  at  which 
the  hundreds  of  thousands  of  physicians 
in  small  practices  who  don’t  use  electronic 
health  records  (roughly  75  percent  of  them) 
adopt  such  systems  is  proceeding  on  several 
fronts.  The  U.S.  government  has  four  major 
standards  efforts  under  way  to  provide 
guidance  for  electronic  data  exchange  by 
doctors,  hospitals  and  insurers.  Congress  is 
also  considering  relaxing  elements  of  the 
Federal  Medicare  and  Medicaid  Anti-Kick¬ 
back  laws  and  the  Federal  Anti-Referral 
Law  so  that  hospitals  might  help  doctors 
in  their  regions  adopt  electronic  health 
record  systems.  (For  more  on  the  national 
health  records  initiative,  read  “What  Hap¬ 
pened  to  Do  No  Harm?”  on  Page  42.) 

The  physicians  and  IT  executives  who 
have  taken  the  lead  in  implementing  EHRs 
say  there  is  a  strong  business  case  for 
investing  in  these  systems.  In  interviews 
with  CIO,  these  early  adopters  provide  a 
number  of  valuable  tips  for  how  to  make 
the  business  case  to  doctors  in  small  and 
midsize  practices  and  help  them  over  the 
implementation  hump.  With  national,  state 
and  local  initiatives  starting  this  year,  they 
say,  the  momentum  for  widespread  EHR 
adoption  is  building. 

“It’s  happening  very  fast  now.  The  fund¬ 
ing  to  do  it  isn’t  there  yet,  there  are  cultural 
barriers,  legislative  barriers  and  privacy 
barriers— but  there  is  now  a  national  effort 
to  overcome  all  of  these  barriers,”  says  John 


Five  (Not  So)  Simple  Steps  to  EHR 


1 

Figure  out 
the  business  case. 

Individual  practices  may 
find  they  can  pay  for  an 
electronic  health  records 
system  (EHR)  from 
saved  costs,  increased 
administrative  efficien¬ 
cies  and,  sometimes, 
increased  patient  flow. 


2_ 

Make  sure  you  get  buy-in 
from  all  the  doctors  in 
your  practice.  The  doc¬ 
tors  must  be  committed 
as  a  group,  and  systems 
and  practices  must  be 
uniform  orthe  value  of 
the  EHR  diminishes. 


Consider 
your  options. 

Give  yourself  plenty  of 
time  to  decide  how  to  go 
about  fundingthe  EHR 
system.  Look  to  see  if 
health  information 
networks  and  pay-for- 
performance  plans  are 
available.  These  can 
make  it  easierto  build  a 
business  case  for  EHRs. 


4 

support. 

Negotiate  contracts  to 
ensure  that  your  vendor 
doesn’t  walk  away  after 
the  implementation. 
Make  sure  contracts 
include  ongoing  training, 
service  and  support. 


Prepare 
to  change. 

EHRs  force  doctors, 
nurses  and  staff  to 
change  what  they  do, 
which  creates  potential 
fordisgruntlement. 

Have  a  strategy  to 
minimize  these 
stresses. 

-M.F. 
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The  pay-for-performance  reimbursement 

model— which  works  best  when  tracked  by  electronic 
health  records— gives  physicians  a  clear  incentive 

to  adopt  an  EHR  system. 
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Halamka,  CIO  of  the  $1.2  billion  Care- 
Group,  a  system  of  hospitals  and  practi¬ 
tioners  that  includes  Beth  Israel  Deaconess. 

Pay  for  Performance 

The  dynamite  needed  to  break 
through  these  barriers,  Halamka 
and  others  believe,  will  be  pay-for- 
performance  programs,  a  fundamental 
shift  in  the  way  insurers  reward  doctors 
for  treating  patients.  Such  programs  are 
designed  to  reward  doctors  not  only  for 
seeing  patients  but  for  how  they  do  on 
measures  such  as  managing  patients  with 
chronic  conditions  like  diabetes,  or  screen¬ 
ing  them  for  preventable  problems  like 
colon  cancer.  The  pay-for-performance 
model  would  also  reward  doctors  on  qual¬ 
itative  measures  like  patient  satisfaction. 

Such  incentives  work  best  when  tracked 
by  electronic  health  records.  Thus,  pay-for- 
performance  bonuses  give  physicians  a 
clear  incentive  to  adopt  EHRs.  Halamka 
says  the  reason  he’ll  have  all  3,000  of  his 
group’s  physicians  using  electronic  health 
records  is  because  CareGroup’s  contract 
with  Blue  Cross  Blue  Shield  came  up  for 
renewal  last  year,  and  it  now  includes  a 
pay-for-performance  component.  He  says 
that  as  other  insurers’  contracts  come  up  for 
renewal,  they’ll  put  in  the  same  incentives. 

Pay-for-performance  programs  will  start 
to  counter  the  impediments  that  work 
against  doctors  investing  in  electronic 
health  records,  predicts  Micky  Tripathi, 
president  and  CEO  of  the  Massachusetts 
eHealth  Collaborative.  The  Collaborative 
is  using  a  $50  million  donation  from  Blue 
Cross  Blue  Shield  of  Massachusetts  to  link 
the  hospitals  and  doctors  in  three  Massa¬ 
chusetts  communities  on  electronic  health 


systems.  It  is  the  most  ambitious  pay-for- 
performance  plan  currently  under  way  and 
is  being  watched  closely,  in  large  part 
because  it  puts  all  of  the  doctors  in  one  area 
on  systems  and  builds  a  health  informa¬ 
tion  exchange  to  connect  them  and  the 
area’s  hospitals. 

Patrick  Barbier,  a  62-year-old  solo  fam¬ 
ily  practitioner  in  Newburyport,  Mass.,  will 
be  one  of  the  very  first  doctors  on  the  Col¬ 
laborative  system.  He  applied  to  be  in  the 
pilot  because  he  thinks  his  patients  will 
benefit  from  the  consistency  of  care  they’ll 
be  able  to  get  when  he’s  on  vacation  or  off 
duty,  because  their  records  will  be  accessi¬ 
ble  to  covering  doctors.  He  also  thinks 
e-prescription  and  lab  systems  will  reduce 
his  paperwork  burden.  “That  will  be  a  very 
good  thing  for  me,”  Barbier  says. 

Wanted:  Better  Incentives 

ut  others  argue  that  physicians 
need  to  be  given  better  incentives 
before  they  move  toward  wide-scale 
deployment  of  these  systems.  Jeffrey  W. 
Rose,  CEO  of  HealthAlliant,  a  nonprofit 
adviser  to  regional  health  information 
organizations,  says  that  none  of  the  pay-for- 
performance  pilots  currently  under  way 
offer  enough  payment  to  overcome  the 
obstacles.  “Ninety-plus  percent  of  the  ben¬ 
efits  [of  EHRs]  accrue  to  others— insurers, 
hospitals  and  government  entities,”  he  says. 
“We  expect  physicians  to  make  the  invest¬ 
ment  even  though  others  get  the  benefit.” 

Because  of  this  cost/benefit  dynamic, 
Rose  and  other  physicians  think  that  insur¬ 
ers  and  state  and  federal  governments 
should  put  up  more  money  for  EHRs.  For 
example,  the  American  College  of  Physi¬ 
cians,  which  represents  specialists  in  inter¬ 


nal  medicine,  wants  to  see  either  low-cost 
loans  or  outright  grants  for  physicians  who 
plan  to  implement  EHRs.  Rose  says  that 
research  on  one  of  their  large-scale  proj¬ 
ects  showed  that  EHRs  created  $125  mil¬ 
lion  in  annual  savings  for  medication 
management  and  another  $100  million  in 
diagnostics  management.  It  also  showed 
that  95  percent  of  the  savings  went  to  self- 
insured  employers  and  commercial  and 
government  health-care  plans.  “They 
expect  doctors  to  pay  for  this,  and  it  just 
isn’t  fair,”  he  adds. 

But  Dolores  Mitchell,  executive  director 
of  the  Massachusetts  Group  Insurance 
Commission,  disagrees.  Mitchell  has  imple¬ 
mented  a  pilot  program  that  tracks  how 
individual  physicians  do  on  specific  qual- 
ity-of-care  measurements  so  patients  in  the 
state-funded  plan  can  see  how  their  physi¬ 
cians  perform;  these  physician  profiles, 
which  are  culled  from  EHRs,  could  even¬ 
tually  be  used  in  a  pay-for-performance 
system.  “There’s  a  lot  of  push  from  doctors 
to  say  [we]  should  put  up  the  money  [for 
EHRs],  Well,  think  of  everything  else  that 
goes  into  a  doctor’s  office— if  they  put  an 
MRI  in  their  office,  they  don’t  ask  me  to  pay 
for  it.  This  is  what  it  costs  to  be  a  modern, 
efficient,  safe  practice— it’s  a  cost  of  doing 
business.  You  deal  with  that  in  two  ways: 
You  charge  more  money,  and  I  believe  the 
tax  laws  of  this  country  still  allow  you  to 
write  it  off  as  tax  deduction.” 

Mitchell  says  doctors  worry  about  sys¬ 
tem  obsolescence,  the  overall  cost  of  imple¬ 
mentation  and  the  changes  in  the  way 
practices  work.  She’s  sympathetic  to  a  point 
but  hopeful  that  the  pilot  projects  will  show 
doctors  that  EHRs  “only  hurt  for  a  minute.” 
The  hurt  actually  lasts  for  more  like  three 
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months,  Baseh  tells  doctors  at  MedStar 
Health,  where  he  is  medical  director  of  e- 
health.  Basch  is  helping  to  roll  out  EHRs 
from  GE  Physician  Office  to  the  roughly 
800  doctors  employed  by  MedStar  Health, 
which  had  $2.7  billion  in  revenue  and  more 
than  1  million  outpatient  visits  in  its  last 
fiscal  year. 

Basch  says  that  the  up-front  costs  are 
between  $15,000  to  $20,000  per  physi¬ 
cian,  about  40  percent  of  which  is  the  cost 
of  hardware,  including  flat-screen  moni¬ 
tors  and  networking  equipment.  He  is  near¬ 
ing  completion  of  a  two-year  rollout  to  100 
physicians,  starting  with  practices  that  vol¬ 
unteered.  Basch  expects  a  variety  of  returns 
over  the  long  run,  including  reduced  med¬ 
ical  errors,  cost  savings  and  improved  qual¬ 
ity  of  care.  While  large  organizations  like 
MedStar  are  well-positioned  to  gain  bene¬ 
fits  from  EHRs,  smaller  practices  that  have 
adopted  the  systems  find  they  can  also  get 
great  returns. 

Automatic  Savings 

Deborah  Milburn,  administrator  at 
Dublin  Primary  Care,  an  eight- 
doctor  practice  in  Colorado 
Springs,  Colo.,  says  it  cost  her  practice  about 
$12,000  per  doctor  to  install  an  EHR  from 
Amicore.  That  included  updating  hardware 
and  giving  doctors  tablet  PCs  to  carry 
around.  “Where  are  these  estimates  of 
$20,000  to  $40,000  per  physician  com¬ 
ing  from?”  Milburn  wonders. 

Dublin  Primary  Care  generates  $5  mil¬ 
lion  or  so  in  revenue  a  year,  exactly  the  sort 
of  practice  that  is  supposed  to  be  least  able 
to  afford  to  implement  electronic  health 
records.  Milburn  doesn’t  understand  why. 
The  practice  decided  back  in  2002  to  install 
an  EHR  system  as  a  way  to  eliminate 
expenses  like  transcription  costs,  while  giv¬ 
ing  more  consistent  treatment  to  patients. 

Three  years  after  turning  it  on,  the  sys¬ 
tem  has  done  more  than  break  even.  Dublin 
Primary  Care  spends  $10,000  a  month  less 
than  it  did  in  2002,  even  figuring  in 
$13,000  a  month  in  IT  costs.  That’s  after 
three  years  of  cost  increases,  staff  raises 
and  the  like.  Those  savings  have  come  from 
eliminating  transcription  costs,  which  were 
running  at  more  than  $6,000  a  month  in 
2001,  plus  drops  in  costs  for  things  like 
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The  Electronic  Bogeyman 

Privacy  concerns  could  still  derail  widespread  adoption 
of  electronic  health  records 


First  came  the  news  that 
Brigham  and  Women’s 
Hospital  in  Boston  had 
been  mistakenly  faxing 
confidential  medical 
records  to  a  local  invest¬ 
ment  bank  over  a  period 
of  six  months.  Then,  on 
the  very  same  day  in  Feb¬ 
ruary,  the  press  reported 
that  U.S.  doctors  had 
been  faxing  confidential 
patient  information  to  a 
small  Canadian  distribu¬ 
tor  of  herbal  remedies, 
also  by  mistake. 

Imagine  if  those  sensi¬ 
tive  medical  records  were 
electronic  and  mistakenly 
got  zipped  off  to  a  com¬ 
pany  e-mail  list.  Or 
hacked  by  crackers. 

That  fear  looms  large  for 
86  percent  of  Americans, 
according  to  a  recent  sur¬ 
vey  by  Health  Industry 
Insights  (HI  I),  a  unit  of 
IDC  (a  sister  company  to 
C/O’s  publisher). 

"People  are  concerned 
about  the  ramifications  of 


being  treated  for  depres¬ 
sion  or  having  AIDS  and 
having  [that  information] 
spill  over  into  their  per¬ 
sonal  lives  and  their  jobs,” 
says  Marc  Holland,  author 
of  the  survey  and  program 
director  of  Health  Industry 
Insights. 

Hll  surveyed  1,095 
Americans  on  various 
aspects  of  electronic 
health  records  (EHRs). 
Among  its  findings, 

86  percent  of  respondents 
said  they  were  somewhat 
or  very  concerned  about 
having  their  confidential¬ 
ity  breached  if  electronic 
health  records  become 
commonplace. 

Holland  said  that 
without  substantial  public 
education  efforts,  fear 
over  privacy  would  be  a 
major  challenge  in  getting 
people  to  use  EHRs. 

In  addition,  only  40  per¬ 
cent  of  those  surveyed 
believed  electronic  health 
records  would  improve 


their  care,  and  less  than 
35  percent  thought  EHRs 
would  reduce  the  cost  of 
care. 

"What  people  don’t 
realize  is  that  more  peo¬ 
ple  are  killed  by  errorthan 
by  cancer,”  says  Shannon 
Brownlee,  Bernard  F. 
Schwartz  Senior  Fellow 
at  the  New  America  Foun¬ 
dation,  athinktank  in 
Washington,  D.C.  Brown¬ 
lee  says  she  doesn't  think 
that  privacy  issues  will 
derail  EHRs. 

“Somehow  we’ve 
managed  to  find  ways  to 
put  our  banking  records 
online,  take  money  out 
of  a  machine  using  a  little 
wallet-sized  card,  and 
purchase  goods  over  the 
Internet,  all  without  an 
undue  loss  of  financial 
privacy,"  Brownlee  says. 
"Why  on  earth  wouldn’t 
we  be  able  to  find  ways  to 
keep  medical  records 
private?” 

-M.F. 


printing.  But  the  biggest  savings  has  come 
from  decreased  staff— Dublin  has  gone 
from  53  full-time  staff  to  38,  without  a  drop 
in  patients. 

Milburn  says  that  when  Vioxx  was 
recalled,  she  didn’t  even  have  to  do  a  search; 
her  vendor  (Amicore)  sent  her  software  that 
executed  the  necessary  queries.  She  also 
notes  that  the  annual  back-to-school 
headache  of  pulling  immunization  records 
is  now  relatively  painless. 

Another  doctor  who  is  on  his  second 
implementation  of  an  EHR  system  says  that 
both  times  it  has  paid  for  itself  within  the 
first  year  of  use,  and  he  doesn’t  understand 
why  physicians  aren’t  rushing  to  imple¬ 
ment  them.  “It’s  astounding  to  those  of  us 
who’ve  been  to  the  mountaintop  and  seen 


the  glory  of  them,”  says  Joel  Diamond  of 
Diamond  Fera  and  Associates  in  Harmer- 
ville,  Pa. 

Diamond  says  that  in  his  first  practice, 
a  seven-doctor  group  with  four  locations, 
it  cost  $80,000  to  implement  an  electronic 
health  records  system  from  Misys.  But  the 
elimination  of  transcription  costs  and  2.5 
full-time  positions  in  the  first  year  covered 
the  cost  of  the  system.  The  practice  also 
got  so  much  better  at  coding  and  reim¬ 
bursements  that  one  of  its  payers  audited 
it  (the  practice  passed  the  audit  with  flying 
colors). 

When  Diamond  and  one  of  his  partners 
left  to  form  a  new  practice,  they  put  in  an 
EHR  from  the  get-go.  They  knew  it  would 
work,  and  they  also  expect  to  see  pay-for- 


Electronic  health  records 

fail  for  a  variety  of  reasons— they’re  slower 
than  paper  in  the  beginning,  and  the 
network  may  not  work  well. 


performance  start  to  make  it  even  more 
worthwhile  to  their  bottom  line.  Under  the 
pay-for-performance  model,  “people  will 
lose  money  without  an  electronic  medical 
records  system,”  Diamond  says.  “There  is 
no  way  to  track  your  data  without  one.” 

Diamond  and  his  partner  have  also 
started  consulting  on  these  systems,  and 
spend  time  helping  other  members  of  the 
Pennsylvania  Academy  of  Family  Physi¬ 
cians  think  about  them.  He  says  the  mes¬ 
sage  is  always:  You  will  not  lose  money,  you 
will  save  time,  and  your  quality  of  care  will 
go  up  exponentially. 

Doctors  Need  Hand-Holding 

Even  so,  many  physicians  remain 
leery  of  EHRs.  That’s  largely  be¬ 
cause  they’ve  heard  so  many  failure 
stories.  “I’ve  read  that  one-third  of  imple¬ 
mentations  fail,”  says  Michael  S.  Barr,  vice 
president  of  practice  advocacy  and  improve¬ 
ment  at  the  119, 000-member  American  Col¬ 
lege  of  Physicians. 

EHRs  fail  for  a  variety  of  reasons— 
they’re  slower  than  paper  in  the  beginning, 
and  the  network  may  not  work  well. 
Despite  the  hundreds  of  vendors  on  the 
market,  fewer  than  20  can  handle  the  needs 
of  large  organizations.  And  not  all  vendors 
know  what  they’re  doing.  In  addition, 
learning  how  to  use  these  systems  can  dis¬ 
rupt  the  doctor’s  practice  and  its  workflow, 
and  the  whole  process  may  seem  daunting 
to  many  physicians. 

Many  early  adopters  say  training  is  the 
key  to  success.  EHRs  often  change  a  med¬ 
ical  practice’s  basic  workflow,  even  simple 
things  like  what  to  do  with  a  lab  report.  So 
it  takes  time  to  train  physicians  and  their 
staffs  to  use  the  new  systems.  Basch  esti¬ 
mates  that  MedStar  will  take  three  to  six 
months  to  train  doctors  and  their  staffs 


before  their  systems  go  live.  And  then  once 
the  system  is  live,  MedStar  will  continue 
to  provide  support  and  follow-up  training. 

Likewise,  CareGroup,  which  is  essen¬ 
tially  acting  as  an  application  service 
provider  for  its  doctors,  will  do  intensive 
up-front  training.  The  key  to  its  imple¬ 
mentation,  Halamka  says,  will  be  full-time 
onsite  support  and  training  for  the  entire 
first  week  after  each  of  its  practices  starts 
using  the  system. 

Similarly,  the  Massachusetts  eHealth 
Collaborative  is  doing  more  than  just  fur¬ 
nishing  doctors  with  hardware  and  soft¬ 
ware.  It  is  providing  training  and  support 
on  all  aspects  of  the  system,  including 
basics  in  how  to  connect  the  hardware  and 
use  the  software,  through  June  2008.  And 
it  is  seeding  the  pilot  slowly,  starting  with 
only  eight  of  the  targeted  160  practices.  As 
the  pilot  began  in  January,  Tripathi  esti¬ 
mated  it  would  take  10  to  12  weeks  to  roll 
out  the  systems  because  the  new  EHRs 
need  to  be  integrated  with  the  physicians’ 
existing  systems  for  diagnostics  and  billing 
and  practice  management.  Once  all  of  the 
doctors’  systems  are  up  and  running,  the 
Collaborative  plans  to  build  out  the  net¬ 
worked  health  information  exchanges.  The 
overall  goal  is  to  have  everything  up  and 
in  place  in  all  the  networked  facilities  by 
July  2007. 

Training  and  ample  support  will  also  be 
central  to  the  health  information  exchange 
in  Fishkill,  N.Y.  A.  John  Blair,  who  is  presi¬ 
dent  of  the  nonprofit  Taconic  IPA  in  Fishkill, 
has  set  up  a  company  called  MedAllies  to 
implement  a  health  information  exchange 
for  500  doctors  in  175  practices  both  inside 
and  outside  the  IPA.  Five  hospitals  and  two 
national  reference  labs  already  use  the 
health  information  exchange,  primarily  for 
lab  results  and  tests. 


MedAllies  is  now  in  the  pilot  stage  of 
rolling  out  EHRs  to  more  than  a  dozen 
practices.  MedAllies  plans  to  act  as  a  sys¬ 
tems  integrator  of  sorts  for  these  practices, 
coming  in  to  study  the  workflow  in  the 
office  before  recommending  a  system  to 
use,  implementing  the  system  and  then 
training  the  doctors  and  staff  on  how  to  use 
the  systems  and  adapt  their  workflow  to 
them.  MedAllies’  staff  is  then  available  to 
handle  further  questions,  which  Blair 
thinks  is  a  key  for  small  practices;  a  vendor 
may  do  a  good  job  implementing  a  system, 
but  then  it’s  off  to  the  next  customer.  “Our 
certified  trainers  don’t  leave  town,”  he  says. 

MedAllies  plans  to  charge  physicians 
about  $500  a  month  to  host  and  support 
the  EHRs.  But  despite  that  relatively  mod¬ 
est  cost,  Blair  says  he’s  going  to  be  conser¬ 
vative  and  say  that  100  doctors  or  more  will 
be  up  on  EHRs  by  the  end  of  this  year.  How¬ 
ever,  Blair  predicts  50  percent  of  the  region’s 
doctors  will  be  using  EHRs  in  three  years 
and  close  to  100  percent  in  10  years’  time. 

Halamka  of  CareGroup  sees  a  similar 
timetable.  He  predicts  it  will  still  take  about 
five  years  for  most  doctors  in  Massachu¬ 
setts  to  be  using  EHRs,  and  about  10  years 
nationwide. 

“I’m  very  excited,”  he  says.  “2006  is  the 
year  where  economics  and  politics  and 
demand  [for  EHRs]  will  all  coincide.”  BE] 


Michael  Fitzgerald  is  a  freelance  writer  living  in 
Millis,  Mass.  Please  send  comments  to  Executive 
Editor  Alison  Bass  at  abass@cio.com. 


The  Next  Generation 


To  read  more  about  what  medical  schools  are 
doing  to  train  their  students  on  how  to  use 
electronic  health  records,  go  to  this  story 
online  at  www.cio. com/040106 
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A  New  IT  Value 
Vocabulary 


In  fall  2004,  at  one  of  the  initial 
meetings  of  the  CIO  Executive 
Council,  members  prioritized 
their  professional  challenges  and  chose 
several  to  collectively  tackle  to  drive 
positive  change.  One  was  the  need  to 
clearly  explain  the  value  that  IT  brings 
to  the  enterprise.  In  most  companies, 
there  is  no  institutional  understanding 
of  why  IT  is  essential.  This  gap  in 
understanding  places  CIOs  in  the  posi¬ 
tion  of  having  to  defend  IT  to  the  rest  of 
the  enterprise,  a  situation  the  Council 
CIOs  were  determined  to  change. 

“Instead  of  continuing  to  be  defen¬ 
sive  about  what  we  do,  we  decided  to 
be  proactive,”  says  Kevin  Humphries, 
senior  VP  of  technology  services  at 
FedEx.  The  problem  was  that  IT, 
unlike  most  other  business  functions, 
has  no  established  lexicon  to  explain 
what  it  does  and  how  it  should  work. 
Based  on  the  decision  to  be  proactive,  a 
group  of  Council  members,  cochaired 
by  Humphries,  began  creating  a 
framework  to  describe  in  layman’s 
terms  what  IT  does  to  create  value. 

The  result,  after  nearly  18  months  of 
work  by  dozens  of  CIOs,  is  the  IT  Value 
Matrix,  which  illustrates  the  principles 
and  practices  essential  to  creating, 
identifying  and  communicating  IT’s 
value  to  the  enterprise.  The  matrix 
identifies  approximately  130  compo¬ 
nents,  grouped  under  three  key  prac¬ 
tice  areas— stakeholder  alignment, 
communication  and  the  CIO  role.  It’s 
organized  for  drilling  down  from  gen¬ 
eral  to  specific.  For  example,  to  achieve 


actices  and  principles  to  ensure  maximum  value  to  the  enterprise 
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Get  Your  Own  Matrix 

»  To  download  a  PDF  version  of  the 
CIO  Executive  Council’s  IT  Value 
Matrix,  visit  www.cioexecutive 
council.com/it_value.html. 

You  can  also  order  a  full-color  poster 
and  request  guest  access  to  the 
matrix’s  online  companion  IT  Value 
Knowledge  Center,  from  which  you 
can  download  tools  and  methodolo¬ 
gies  from  Council  CIOs. 

»  You  can  also  watch  a  webcast 
of  the  IT  Value  Matrix  and  Knowl¬ 
edge  Center  by  Agriliance  CIO 
Steven  John. 
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stakeholder  alignment,  CIOs  need  both 
knowledge  and  action.  To  learn  what 
type  of  knowledge,  you  drill  down  one 
level  and  find  four  types:  stakeholder 
analysis,  political  and  cultural  issues, 
technology  trends  and  business 
dynamics.  “If  you  are  weak  in  or  not 
paying  enough  attention  to  a  particular 
area,  you  are  likely  to  have  trouble  suc¬ 
ceeding,”  Humphries  notes. 

To  make  room  in  his  office  for  the 


poster-sized  version  of  the  matrix, 
Agriliance  CIO  Steven  John  took  down 
his  prized,  framed  copy  of  Superman 
comic  book  No.  1.  While  Superman 
might  inspire  John  and  other  CIOs  to 
leap  tall  buildings,  the  matrix  keeps 
them  planted  on  solid  ground. 

“For  me  it’s  an  anchor,  a  focusing 
tool,”  says  John,  who  cochaired  the 
task  force  with  Humphries.  “It’s  too 
easy  to  get  sucked  into  the  black  hole 
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Confessions  of  the  World’s  Most  Demanding  CIOs. 


“We  have  met 
the  competition, 
and  it  is  us.” 


“An  OOCL  container  ship  is  only  the  most  visible  element  of  an  enormously 
complex  enterprise  that  moves  goods  from,  say,  Shanghai  to  Kilkenny. 

“With  our  IT,  we  do  that  better  than  our  competitors.  So  we  compete  against 
our  own  benchmarks. 

“HP  helped  us  get  there  —  to  migrate  from  mainframe  to  open  systems, 
and  to  adopt  standards-based  technology  for  real-time  communication  with 
partners.  So  OOCL  can  adapt  to  market-driven  changes  much  faster  than 
other  carriers. 

“Today,  IT  costs  have  dropped  sharply,  and  we  project  double-digit 
growth  for  the  next  five  years. 

“Now  we’ll  try  to  beat  that.” 

-Ken  Chih,  CIO 


Make  change  work  for  you.  Visit  www.hp.com/adapt 


oocl 


Solutions  for  the  adaptive  enterprise. 
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New  IT  Value  Vocabulary  Continued  from  Page  70 


of  day-to-day  operations.  This  helps  me  focus  on  the  strategic  and  the 
transformational.” 

As  intended,  the  matrix  is  a  focal  point  for  conversations  with  busi¬ 
nesspeople  about  how  IT  should  relate  to  the  enterprise.  Marla  Davidson, 
CIO  of  the  Arthritis  Foundation,  says  her  quizzical  business  colleagues 
notice  her  interest  in  areas  of  the  enterprise  that  are  unrelated  to  technol¬ 
ogy.  “This  tool  helps  me  explain  what  is  expected  of  me  and  why  I  need  to 
get  involved  in  these  areas,”  says  Davidson. 

Although  the  matrix  was  developed  for  Council  members,  they 
decided  early  on  that  it  should  be  shared  with  the  greater  IT  community, 
hence  this  article  (see  instructions  for  downloading  the  matrix  on  Page 
70).  “Its  intention  was  noneconomic;  CIOs  built  this  simply  to  help  one 
another,”  Humphries  says. 

CIOs  who  have  come  fresh  to  the  finished  matrix  have  already  begun 
suggesting  improvements,  such  as  adding  a  social  responsibility  compo¬ 
nent.  Others  have  found  new  ways  to  use  it,  including  Mitch  Davis,  CIO 
of  Bowdoin  College,  who  passed  out  copies  for  his  discussion  with  the 
governor’s  advisory  committee  in  Maine.  “The  great  thing  about  it  is  how 
adaptable  it  is,”  Humphries  observes. 

One  unexpected  adaptation  is  Case  Western  Reserve  University’s  plan 
to  develop  an  MBA  course  based  on  the  matrix.  The  leadership,  alignment 

and  communication  practices  in  the  matrix 
are  often  overlooked  in  management  educa¬ 
tion,  says  Fred  Collopy,  professor  and  IS 
department  chair  at  Case’s  Weatherhead 
School  of  Management. 

The  MBA  course  will  expose  future 
business  leaders  to  the  soft  but  strategic 
principles  and  practices  that  make  IT  pay 
off.  CIOs,  paired  with  business  officers 
from  their  companies,  will  frame  a  prob¬ 
lem  for  the  students  to  research  and  then 
engage  them  in  high-level  discussions  of 
the  students’  proposed  solutions.  The 
course  will  be  “entirely  driven  by  topics  in 
the  matrix  and  the  executives  who  framed  it,”  says  Collopy. 

Education  doesn’t  stop  when  the  degree  is  earned,  of  course,  and  the 
broad  array  of  practices  the  matrix  depicts  are  being  used  by  CIOs  as  devel¬ 
opment  tools  for  current  IT  workers  as  well.  For  example,  when  a  member 
of  his  staff  recently  asked  John  for  guidance  in  becoming  a  CIO  herself,  “I 
walked  her  over  to  the  poster  and  used  it  as  a  reference,  pointing  out  areas 
where  she  had  strengths  and  other  areas  she  would  need  to  develop,”  he 
says.  Which  is  a  lot  more  practical— but  perhaps  no  less  ambitious— than 
pointing  to  a  Superman  comic  and  advising,  “be  like  him.”  ram 


"This  tool 
helps  me 
explain  what 
is  expected 
of  me  and 
why  I  need  to 
get  mvolved 
m  these 
areas." 

-MARLA  DAVIDSON,  CIO, 
THE  ARTHRITIS  FOUNDATION 


[guiding  priniciples] 


Seven  Keys  to 
IT  Leadership 

The  CIOs  who  created  the  IT  Value  Matrix 
wanted  it  to  be  timeless.  "We  needed  a  way 
to  discuss  what  we  do  in  terms  that  would 
never  change,"  says  Kevin  Humphries, 
FedEx's  senior  VP  of  technology  services. 

The  leadership  principles  that  accompany 
the  matrix  form  the  strategic  foundation  to 
which  all  matrix  components  are  tied.  The 
principles  were  articulated  with  input  from  a 
panel  of  industry  veterans,  including  retired 
CIOs  Patricia  Wallington  and  Darwin  John. 

The  principles  are  as  follows: 

1  "I  The  primary  goal  of  IT  is  to  align  with 
A  J  major  enterprise  objectives.  Every 
initiative  must  be  clearly  tied  in  a  provable 
way  to  business  value. 

■">1  Because  all  major  business 

initiatives  are  dependent  upon 
technology,  the  CIO  must  have  a  voice 
at  the  table  at  which  key  business 
decisions  are  made. 

■71  The  CIO  is  responsible  for  under- 
^  J  standing  a  business's  complexities, 
influencing  peers  and  presenting  tech¬ 
nology  strategy  in  terms  the  business 
can  understand. 

/,  *|  Technology  leaders  are  agents  of 
^  J  change.  Transition  is  our  stable  state. 

Pi  Communication  and  relationship 
^  J  building  are  as  important  to  IT  lead¬ 
ership  as  technology  skills  are. 

"I  Successful  technology  leadership 
J  must  strike  a  balance  between  com¬ 
peting  forces:  short-term  versus  long-term, 
technology  versus  business  focus,  leading 
versus  enabling. 


7] 


The  CIO  is  responsible  for  cultivating 
technology  leadership  at  all  levels. 


-R.P. 


Richard  Pastore  is  the  managing  director  of  content  development  for  the  CIO  Execu¬ 
tive  Council.  Contact  him  at  rpastore@cio.com. 


The  CIO  Executive  Council  is  a  professional  organization  for  CIOs  founded  by  CIO' s  publisher.  To  learn  more  about  the  Council,  visit  www.cioexecutivecouncil.com  or 
contact  Vice  President  of  Development  Dexter  Siglin  at  dsiglin@cio.com  or  508  935-4493. 
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Please  join  Samsung,  Sears 


and  Boomer  to  help  the  children. 
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Samsung’s  Four  Seasons  of  Hope,  Sears  and  Boomer  Esiason  have  teamed  up 
to  make  a  difference  in  the  community.  The  funds  we  raise  help  to  find  a  cure  for 
cystic  fibrosis.  The  Boomer  Esiason  Foundation  has  raised  over  $40  million  and 
is  advancing  the  cause  through  partnerships  with  companies  like  Samsung 
and  Sears.  We’re  proud  to  support  this  deserving  cause.  To  find  out  how  you 
can  help,  contact  the  Boomer  Esiason  Foundation  at  212-525-7777.  Samsung's 
Four  Seasons  of  Hope.  A  little  hope  can  make  a  big  difference. 
www.fourseasonsofhope.com 
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BrightStor 
ARCserve  Backup 
for  Windows 


CA™  BrightStor®  ARCserve®  Backup  rll.5  for  Windows 

•  Disk-to-disk  to  tape  backup  (disk  staging) 

•  64-bit  platform  support 

•  Virus-free  backup 

•  Multiplexing  for  increased  performance  in  a  networked  environment 

•  Integrated  support  for  Microsoft  VSS 


TRIAL  DOWNLOAD' 


HP  MSL6030  2  ULTRIUM  960  DR  Tape  Library 

•  Provides  centralized  backup  to  a  single  automated  device, 
freeing  valuable  IT  resources  for  more  strategic  work 

•  Scales  to  larger  configurations  by  enabling  a  single  library 
to  grow  and  change  with  capacity  and  technology  up  to  1 6 
drives  and  240  slots 


Full  Version  License' 

$583" 


CDW  837987 


Call  CDW  768887 
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The  Storage  Solutions  You  Need  When  You  Need  Them. 

We  don't  have  to  tell  you  that  data  loss  can  be  a  financial  blow  to  any  company.  And  with  more  data 
being  stored,  more  assets  are  at  stake.  CDW  has  a  full  line  of  top-name  storage  solutions  that  can  help 
you  increase  capacity  and  reduce  risk.  And  our  account  managers  have  the  expertise  to  ensure  you  get 
the  right  solution  for  your  needs.  So  you  don't  just  get  secure  storage,  you  get  peace  of  mind. 


The  Right  Technology.  Right  Away. 

CDW.com  •  8Q0.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


Download  a  FREE  trial  version  at  cdw.com/tryca.  includes  1  -year  Enterprise  Maintenance:  24  x  7  technical  phone  support  and  upgrade  protection.  Offer  subject  to  CDWs 
standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©  2006  CDW  Corporation 


DEATH,  TAXES  AND  MODERNIZATION 


A  History  of  Tipsy  Returns 


MUCH  LIKE  ROBERT  G  0  U  LET  trying  to  update  his  image, 
attempts  by  the  IRS  to  revamp  its  computer  systems  are  entertain¬ 
ing  for  their  total  futility.  Since  at  least  1985,  the  IRS  has  been 
engaged  in  a  long-running  modernization  push,  spending  money 
like  an  identity  thief  with  a  fistful  of  plastic  and  a  penchant  for 
Bentleys.  (Last  summer,  Congress  doled  out  another  $199  mil¬ 
lion.)  And  the  work  doesn’t  seem  anywhere  close  to  being  wrapped 
up  in  a  bow  and  proudly  packaged  as  a  vendor  case  study. 

Here,  for  the  first  time,  is  the  complete  chronicle  of  some  of 
the  lesser-known  upgrade  efforts  in  1040-land. 


1862  President  Lincoln 

establishes  an  income  tax  to 
help  cover  the  tab  for  the  Civil 
War.  Though  the  computer 
industry  does  not  yet  exist, 
future  IT  business  develop¬ 
ment  executives  begin  to 
salivate,  sensing  good  fortune 
is  heading  their  way. 

1931  Several  compatriots  of 
Al  Capone,  as  a  “thank  you”  to 
the  agency  for  launching  an 
investigation  of  the  Mob  boss, 
“renovate”  the  Chicago  IRS 
bureau,  "cleaning  out”  several 
file  cabinets. 

1937  A  consultant  recom¬ 
mends  a  shift  from  standard 


lead  pencils  to  mechanical 
pencils.  Confusion  about 
whether  mechanical  pencils 
can  be  inserted  into  pencil 
sharpeners  delays  work  on  tax 
returns  until  after  World  War  II. 

1959  a  junior  employee  of 
the  International  House  of 
Business  Machines,  responsi¬ 
ble  for  writing  new  software  for 
the  IRS,  spills  a  martini  on  a 
stack  of  punch  cards.  When  the 
program  is  run,  it  triggers  an 
investigation  of  Frank  Sinatra. 

1968  Using  nothing  more 
than  plastic  bags,  cardboard 
and  tape,  Gene  Kranz  makes 
great  progress  fixing  several 


IRS  systems,  but  he  is  soon 
called  away  by  NASA  to  serve 
as  the  flight  director  for  the 
Apollo  13  mission. 

1981  The  Federal  Aviation 
Administration  recommends  a 
systems  integrator  it  has 
worked  with.  Two  weeks  later, 
the  IRS’s  mainframes  go  out  on 
strike.  President  Reagan 
orders  them  back  on  the  job, 
and  when  they  refuse,  replaces 
them  with  managers  dressed 
up  as  mainframes. 

1992  a  Silicon  Valley  startup, 
InnovaTronix,  sells  the  agency 
a  new  software  package  that 
cuts  in  half  the  time  required  to 
process  a  return  and  identifies 
taxpayers  trying  to  claim  pets 
as  dependents.  Unfortunately, 
when  InnovaTronix  is  acquired 
in  1993,  the  per-seat  licensing 
fee  triples.  The  following  year, 
when  InnovaTronix’s  acquirer 
is  acquired,  the  product 
developed  for  the  IRS  is 
discontinued,  and  the  agency 
is  transitioned  to  software 


created  to  help  large  com¬ 
panies  determine  which 
employee  has  been  putting 
tinfoil  in  the  microwave. 

1996  Agency  hires  Gray- 
beard  Associates,  a  systems 
integrator  that  says  it  can 
understand  the  arcane  com¬ 
puter  languages  from  the 
1960s  that  run  various  IRS 
processes.  IRS  later  discovers 
that  one  of  the  two  project 
leaders  from  Graybeard  is 
actually  cryogenically  frozen 
(but  still  billing  hours).  The 
other  project  leader  is  hired 
away  by  Methuselah  Partners. 

1999  DSD,  a  firm  well-known 
for  its  reengineering  projects, 
promises  to  complete  its  work 
by  01/01/01.  The  consultancy 
later  explains  that  its  internal 
systems  accept  only  two-digit 
numbers:  What  it  meant  was 
January  1,  3001. 

2002  Outsourcing  work  to 
Vindaloo  Global  Services  in 
India  saves  the  IRS  30  percent 
of  its  annual  operating  costs. 

It  isn’t  until  thefollowing year 
that  the  agency  notices  that 
all  refund  checks  have  been 
issued  in  rupees. 

2006  Having  run  out  of  sys¬ 
tems  integrators  gutsy  enough 
to  bid  on  IRS  projects,  the 
agency  decides  to  put  its  entire 
data  center  on  a  flatbed  truck, 
drive  it  to  a  nearby  Jiffy  Lube 
and  ask  for  “the  works.” 
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SIP  ENERGY.  GULP  DATA. 


The  new  Sun  Fire™  servers  with  CoolThreads™  technology. 


SERVER  FACTS: 


6x  MORE  COMPUTE 
THREADS  PER  RACK 


2/3  THE  SIZE 


LESS  THAN  1/2  THE  POWER 
CONSUMPTION 


THE  RIGHT 
ARCHITECTURE 


ABOUT  2/3  THE  PRICE1 
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Sun  Fire"  T2000 
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IBM  X366 

65%  BETTER  PERFORMANCE 

320 

52 

2U 

3U 

550  Watts 

1,300  Watts 

ULTRASPARC'^ 

Xeon 

$8,295 

$13,252 

_ x 

Get  a  free  6o-day  trial  now  at  sun.com/ 
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©  2006  Sun  Microsystems.  Inc.  All  rights  reserved.  IBM  X366  base  pricing  based  on  configuration  with  l  X  Dual  Core  Xeon  30GHz  processor  /  8GB  Memory  / 
4  x  lGbE  ports  /  2  x  PSU  /  2  x  73GB  Disks  /  /  DVD/  No  OS  /  SUSE  LINUX  Enterprise  Server  9 1 16  CPUs  8iSupport.  IBM  pricing  from  Competitive  Profiles  Databases 
(derived  from  IBM’s  Product  Data  sheets).  Oldest  Component  Prices  dated  October  11.  2005)  Base  Pricing  -  Sun  Fire  T2000  Server  configuration  based  on 
1x4  Core  UltraSPARC  Tl  processor  at  1.0GHz  /  8GB  Memory  /  4  x  lGbE  ports  /  2  x  PSU  /  2  x  Disks  /  Hardware  RAID  ready.  Power  consumption  from  rating  of 
power  supplies.  IBM  x366  specifications  from  http://wwwo3.ibm.com/servers/eserver/xseries/x366.html  2/17/06.  Threads  per  rack  based  on 
priced  configurations.  20  x  Sun  Fire  T2000  servers  delivering  16  threads  per  server  being  installed  into  a  rack  with  40U  of  usable  space.  13  x  IBM  x366  servers 
can  be  installed  in  an  equivalent  rack  with  each  server  configured  with  2  x  Xeon  cores,  each  core  delivering  2  threads  via  hyper  threading.  Performance  based 
on  estimated  relative  performance. 

*U.S.  list  price.  All  prices  are  in  U.S.  dollars. 

Some  restrictions  apply.  See  sun.com  for  details.  r 
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30%  OF  YOUR  DATA  IS  ON  THE  MAINFRAME. 


10%  IS  BEING  OUTSOURCED. 

80%  IS  OUTSIDE  YOUR  ERP  SYSTEM. 

All  of  which  is  delivering 

0%  BUSINESS  VALUE. 
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[  You  Need  Data  Integration] 


ver  eighty  percent  of  Fortune  100  companies  rely  on 
Informatica  to  solve  their  data  integration  problems.  Our 
open,  platform-neutral  architecture  enables  you  to  solve  the 
most  complex  data  integration  problems.  From  migrating  off 
your  legacy  systems,  to  consolidating  your  • 
software  applications,  to  synchronizing 


data  across  your  databases.  Using  Informatica,  you  can  derive 
the  most  business  value  from  all  your  data. 

With  more  than  2,300  customers  worldwide,  we  have  the 
track  record  to  best  address  your  data  integration  needs.  Call  us 
. •  at  800-653-387 1 ,  or  visit  our  website, 

INFORMATICA'  www.informatica.com/CIO. 

The  Data  Integration  Company™ 
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